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^a^fteslctent Saddam Hussein of 
_ said yesterday there was 
50-50 chance of war in the 
?Gutf, but he gave zuo sign of 

l4>- . v; r » * ftwfl ltngna s s to compromise on 

lUin -j'l - hl .U» ^demands that he remove his 
*” m 1 1;.- , “■'* ^forces from Kuwait in order 

h '*L, to avoid conflict. 

hijwi :.v ... . ' r In comments to French tele- 

Old < vl ; tt-ilses ai virion on the US offer of a 
bvju h. tj ■»,. up. t direct dialogue on the criria, 

‘tut i» , b Mr Saddam said a peaceful res- 
Wftdnbl.- »-n ,.n\v ‘obition would depend very 

rMr iwhui: - . , r much on whether the US was 

thii aft wi r lwo DomlO — •- 
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Arms embargo lifted 


in Ytui « 7 ,u «us it; ™"7 
“lilor.ii «w ” u art The US has lifted a 14-year-old 
ta Cl anas embargo against Chile, 

' •‘Vs Jojjjj/ imposed In protest at the assas- 
VomhS5 sination in Washington of 
Orlando Letelier, an exited 
Socialist who had been foreign 
and dnfanra» minister rt wrtng 
iw.in, in? 1 the government of Salvador 
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AUende, and American sec- 
retary. Page 4 

Tel Aviv kfmngs 

One Israeli was stabbed to 
death and three wounded when 
several Arabs attacked passen- 
gers mi a bus in the Tel Aviv 
area. One of the Arabs was 
shot dead and two others 
wounded after a policeman 
stormed the bus. Page 4 

Chad leader "dead’ 

Libya's official news agency 
JANA reported yesterday that 
Chadian President Hissene 
Habre had been kilted as he 
tried to flee victorious rebels. 

In a report from the Chadian 
capital N’Djamena, it quoted 
“Informed sources'* as saying 
reports that Habre arrived 
safely in neighbouring Camer- 
oon were untrue. 

Cape Town deaths 

South African police said yes- 
terday that the deputy mayor 
of a black shantytown was 
among 13 people killed at the 
weekemL Cape Town police 
said Alfred Nqoboka, deputy 
mayor of the KhayeMsiia shan- 

S >wn, was found stabbed to 
tb on a roadside on Satur- 
day. ’ -t 

Mntla leaves Beirut -- 

L ebanon’s strongest , 

militia, the Lebanese Forces, ’ 
prepared to leave Beirut 
despite reservations about a “ 
government plan to unite the 
capital 

Albanian electi on 

Voters in Albania will elect 
a new parliament an February 
10 next year from a choice of 
candida tes for tty* first time • 
in 45 years of Communist role. 
The official news agency ATA, 
monitored in Vienna, said the 
polling date had been set by 
the presidium of the 250-mjon- 
ber People’s Assembly. 

No Honecker arrest 

Soviet troops guarding former 
East German Communist 
leader Erich Homecker reftised 
to allow German police to 
arrest him mi manslaughter 
charges on Sunday, pen d in g 
orders from their commander. 

30 die In bus crash 

At least 30 people in a wedding 
party werekilled and 20 
injured yesterday when their 
bus crashed into a gully while 
negotiating a billy road in 
north India. 
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News Gorp 
debt ratings 
downgraded 
in Australia 

News Corporation's attempts 
to reschedule debts of $&5bn 
were dealt a severe blow by 
a caustic report from Austra- 
lian Eatings, the credit- watch 
agency, which has downgraded 
News Corp’s short-term debt 
by two points from B1 to CL 
The move follows & «jrnii«w 
downgrading last month by 
Moody's, the US agency. Page 
19 

EUROPEAN Monetary System: 
There was tittle overall change 
In the exchange rale mecha- 
nism Last week. Sterling 
remained the weakest cur- 
rency, not helped by specular 
tion about a possible cut in 
UK bank base rates at a time 
when the Dutch and Belgian 
central banks raised then- mar - 
ket interven ti on rates. The 
Bank of Italy successfully 
defended the lira by keeping 
short term rates hi g h , and 
another rise in German rates 
is not ruled out now that yes- 
terday’s election, is over. 
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•\Kr Mozambique peace 

THE Mozambican government 
* ^ rand the rebel Eenamo move- 

1 v ment agreed at the weekend 
on the first stage of a ceasefire 
in the country’s 15-year dvfl 
war. Page 3 

Out for the count 

A candidate who has insisted 
on iwmting ballots one by one 
has delayed the results of 
Egypt's parliamentary eleo- -• 
tions until today, officials said 
yesterday. 

Adel SedM, running against 
the party of his brother, Prime 

Minister AtefSedki, refused 

to leave the poIliDg.station 
until he personally counted 
each ballot by hand. 
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The chart shows member cur* 
rendes of exchangerate mecha- 
nism measured against the 
toeatest currency m the EMS"s 
narrpwZZS percent fluctuctthm, 
band. In practice, currencies 
iniheEMS narrow band can- 
run rise by more than 2^5 per 
certt from the weakest currency 
■ in that part cf the system. Ster- 
ting and Spankhpesata oper- 
ate wttitin 6 per cent fluctuation 
hands: Currencies, Page 31 

INTERNATIONAL Telegraph 
and Telephone Consultative 
Committee, international 
phone dub, has started 
far-reaching reform of restric- 
tive practices in the internar 
tlonal telecommunications 
industry. Page 18 - 

CREDIT AGRICOLE, France’s 
big cooperative bank, has been 
tom by a row among its top 
management after t he discov- 
ery of heavy losses on Its inter- 
national activities. Page 22 

GENERAL Motors of the US, 
world’s leading car maker, is 
to ripcifte an its pi«n to build 
a 150,000 carea-year assembly 
plant in Pjisfmanh, east Ger- 
many, involving a total invest’ 
ment of more than DM750m 
(S507m). Page 2 

BRITAIN’S government sig- 
nalled to its EC partners meet- 
ing in Milan a shift in tha tone, 
but none yet in the substance, 
of-its opposition to a single 
Community currency. Page 
18 

AKER, Norway's biggest pri- 
vately owned Industrial com- 
pany, has been approached 
by the Kvaerner group, Nor- - 
way’s third-biggest industrial 
company , to consider possible 
benefits of a merger. Page 22 

ASEA Brown Boveri, electrical 
engineering group, is to build 
a $220m 260MW power station 
in China’s southern province 
of Guangdong. Page 6 

ITOMAN, debt-laden Japanese 
trading and property develop- 
ment group, senior managing 

director, Mr Yoshfknni Kato, 
has been found dead at his 
home. Page 8 


• CDU wins control of Berlin • Endorsement for unity • SPD support plummets 

Kohl sweeps to clear victory 


By David Harsh in Bonn 

CHANCELLOR Helmut Kohl 
to dear victory in yes- 
s united German elec- 
tions, although his centre-right 
wwBtinri may fai-o strains after 
a swing to the liberal Free 
D e mo crat ic Party (FDP), junior 
partners in the Bonn govern- 
ment. 

Mr Kohl’s Christian Demo- 
crats (CDU), campaigning 
heavily on success in ritnnMwg 
unity, inflicted punishing 
defeat on the Social Demo- 
cratic Party (SPD), which 
slumped to its lowest score in a 
national election for more than 
30 years. 

Yesterday's result, in the 
first poll for a democratic 
united German parliament 
since 1332, was a considerable 
triumph for Chancellor Kohl 
In one of the biggest surprises 
of the election, the west Ger- 
man wing of tiie Greens ecol- 
ogy party appeared likely to be 
voted out of the Bundestag, 
although tiie party will con- 
tinue to be represented by its 
smaller east German section. 

Flanke d by cheering election 
workers outtined a gainst a 
larger- than-life black-red-and- 
gold German flag at the CDU 
party headquarters last night, 
Mr Kohl declared that the gov- 
ernment would “five up to its 
responsibilities n . 

Mr Oskar Lafontaine, the 
SFD*s candidate for the chan- 
cellorship, fought an Ill-fated 
hatfia against Mr Kohl's reuni- 
fication policies. Last night the 
defeated challenger congratu- 
lated Mr Kohl and said the gov- 
ernment had gained ground by 
“occupying the stage” during 
the last year of drama over 
German unity. 

Mr Kohl said the score was a 
“great result”. It marks a bat- 
trick of general election wins 
after Mr Kohl’s successes in 
the West German elections of 
1983 and 1987. The chancellor 
pointed out that ' his party 
achieved a practically identical 
vote of confidence in both east 
and west Germany. 

Mr Gerhard Stottenberg, the 
CDU defence minister, how- 
ever, struck a sobering note by 
of the “great chal- 
the united par- 
liament 

The scope of Mr Kohl’s vic- 
tory yesterday was boosted 
yesterday by the CUD’S success 
in seizing control of the Berlin 
11am eut in the first corn- 
elections in the eastem 


and western parts of the city 
Ax' 44 years. This means Chat 
five erf the six states (Linder) 
hi the geographical area of the 
former East Germany are now 
run by the Christian Demo- 
crats. A surprised Mr Eberfaard 
Diepgen, head of the Berlin 
CDU, said he would begin 
negotiations immediately to 
form a new CDU-led Govern- 
ment in the city to replace Mir 
Walter Mo mper who was previ- 
ously the SPD Mayor of west 
Berlin. Mr Momper indicated 
the SFD would be pre p ared to 
jam a coalition under the CDU. 

The CDU together with its 
sister party, the Bavarian 
Christian Social Union (CSU), 
roughly maintained its score 
compared with the West Ger- 
man general election in Janu- 
ary 1987. Computer projections 
last night gave the CDU/CSU 
aro und 44.3 per cent of the 
vote, indentical to the 1987 per- 
formance, and at the upper 
limit of recent opinion poll 
forecasts. 

The SPD fell to 33^ per cent 
against 37.0 per cent in Janu- 
ary 1987, well below the party's 
optimistic target of 40 per cent 
This was the SPD’s worst 
result since the West German 
general election of 1957. The 
Greens slumped to 5.0 per cent 
in east and west Germany 
fl gafw«9 g_3 per cent in West 
Germany four years ago. 

The Free Democratic Party, 
which gainwd more than 10 per 
cent of the vote after 9.1 per 
rant in thn West German elec- 
tion in 1987, Is likely to bid for 
greater influence within the 
government in coalition talks 
stating this week. 

Mr Hans-Dletrich Genscher, 
the FDP foreign minister, who 
played a major part in raising 
the party’s score, said the FDP 
wanted to press home its aims 
in forthcoming talks with the 
CDU. 

The FDP has assailed Mr 
Kohl in recent weeks above all 
because of his vagueness over 
fiscal policies next year, where 
the FDP is firmly ruling out 
any question of tax increases 
to fiwmira German unity. 

Mr Kohl said last night “We 
want to continue the coalition” 
but said that coalition talks 
- which the gove mnm e n t 
wants to complete by Decem- 
ber 20 - would not take place 
under “time pressure.” 
Editorial cnmmeirt. Page 16 



Two Soviet soldiers in eastern Germany yesterday lean against a CDU election poster 

Grey men take shine out 
of the Social Democrats 


State of the Parties 

- United German Bundestag 


per can! of vote 

mate 

CDU/CSU s 

44.3 (44.3) 

318 (305) 

SPD 

33.3 (37.0) 

238 (228) 

FDP 

10.9 (9.1) 

78 (57) 

Greens/ All lance 90 

5.0 (8J) 

8 (51) 

Others 

95 (1.4) 

16(24) 



Dravloum mutts 


By David Good hart in Bonn 

JUDGING by the fashions on 
display at the main party 
headquarters in Bonn last 
night, Germany has decided it 
prefers to be ruled by the grey 
men in dark snits (of the 
Christian Democrats) to the 
radical cldc (of the Social Dem- 
ocrats). 

The only champions to take 
a thrashing was the En glish 
football club, Uvezpoal FC, 
whose defeat by league rivals 
Arsenal was beamed to the 
25m Ge rman television view- 
ers minutes before the first 

main exit poll Was t ransmit . 

ted. giving the Christian Dem- 
ocrats (CDU) -their expected 
victory. >■ 

First on to celebrate the vic- 
tory was Mr Volker Rube, the 
CDU general-secretary, 
looking Uke Germany’s new 
head boy, who, trying not 
appear too smug; said that the 
SFD “had crashed out of sight” 
and pointed to one of the few 
surprises of the evening - the 
CDCTs strong showing in Ber- 
lin. 

Soon after came the head- 
master himself. Chancellor 


Helmut Kohl, who immedi- 
ately indulged his favourite 
pastime, reading out lists of 
German towns. He thanked 
everyone who had voted for 
him from Rostock, to Flens- 
burg, in Aachen, Us home 
town of Lndwigahafen. 

Mr Kohl will therefore, from 
next February, have ruled lon- 
ger than his predecessor Mr 
Helmut Schmidt, a fact which 
is said to be of great impor- 
tance to him. 

It was not an evening for 
great quotes. The defence min- 
ister, Mr Gerhard Stattenberg, 
surpassed many others with 
the startling observations that 
the result was “very signifi- 
cant”, Mr Gregor Gysi, leader 
of east Germany's ex-Cammn- 
nlsts, the PDS, said that his 
party’s 1J per emit was a vote 
“for quality over quantity". 

At the SPD headquarters Mr 
Hans-Jochen Vogel, the perty 
chairman, congratulated the 
candidate, Mr Oskar Lafon- 
taine, for his tremendous 
efforts and his great appeal to 
youth - the comment received 
only cautious applause. A few 


young men sang the Interna- 
tionale in the corner, an 
appropriately sad sounding 
anthem. The candidate himself 
appeared later looking com- 
posed: at least he knows that 
one of his chief rivals for the 
next election, Mr Walter Mom- 
per, the SFD mayor of Berlin, 
looks to be ont of the running. 

At the Free Democrats they 
were collecting money in little 
elephants for the Soviet Union 
and, intelligently, providing 
the journalists with food. The 
only significant party to for- 
sake the neon-fight politics of 
the party headquarters zone, 
between Bonn and Bad Godes- 
berg, were the west German 
Greens, who In down-town 
Bonn bitterly laced the pros- 
pect of being kicked out orf the 
Bundestag. 

It was a victory for the 
establishment; but it was also 
a victory for Bonn and the old 
Federal Republic. The occasion 
was low-key, modest, slightly 
dull. There was scarcely a 
policeman in sight and untrou- 
bled access to all the main 
party headquarters. 


Gorbachev 
struggles 
to protect 
reforms 

By Quentin Peel 

in Moscow 

DRASTIC STEPS were taken 
by Soviet President Mikhail 
Gorbachev at the weekend to 
head off a conservative 
onslaught on his entire reform 
process. 

He replaced his liberal inte- 
rior minister with a known 
conservative, and brought the 
most popular general in the 
Red Army into the heart of his 
government 

At the same time he called 
for the establishment of what 
will virtually be vigilante 
groups of workers, to prevent 
hoarding and speculation in 
food distribution. 

He also stepped up his con- 
frontation with rebellious 
nationalist republics, declaring 
unlawful all measures to pre- 
vent conscripts serving in the 
Soviet armed forces outside 
their home regions. 

The moves came as conser- 
vative members of the national 
parliament served notice that 
they were planning to call a 
vote of no confidence in the 
Soviet leader at the Congress 
of People's Deputies - the 
supreme constitutional author- 
ity - In two weeks. 

The removal of Mr Vadim 
Bakatin as interior minister, 
demanded by the 468-strong 
Soyuz (Union) group of depu- 
ties, is the biggest gesture yet 
by Mr Gorbachev to appease 
the conservatives. 

Mr Bakatin will be replaced 
by Mr Boris Pugo, former 
leader of the Latvian Commu- 
nist Party, and most recently 
chairman of the party’s Cen- 
tral Control Commission, a key 
body maintaining party disci- 
pline. 

More revealing still is the 
promotion of Gen Boris Gro- 
mov, the last Soviet military 
commander In Afghanistan, 
and the rising star of the mili- 
tary high command, as deputy 
interior minister. He will 
almost certainly now be 
responsible for control of 
nationalist unrest. 

The interior ministry, 
responsible for law and order, 
has faced a rising chorus of 
criticism over its failure to 
curb a rising crime wave, to 
control ethnic disturbances 
and to tackle what is called 
“economic crime”. 

Mr Bakatin was seen as a 
popular and enlightened minis , 
ter, and ironically was pro- 
posed by the Soyuz group last 
March as an alternative presi- 
dential candidate to Mr Gorba- 
chev. But his star has rapidly 
Continued on Page 18 
Editorial comment, Page 16 


BAe to announce £200m plan 
for enlarged regional airliner 


FLANS to develop an enlarged 
version of the BAe 146 regional 
jetliner at a cost erf about 
£200m- ($392m) will be 
announced by British Aero- 
space tomorrow. 

The move coincides with 
intensified competition 
between commercial aircraft 
manufacturers in the fast- 
growing re gional airline mar- 
ket. 

With its planned 130-seat jet, 
BAe is attempting to build up a 
leadership position in the 
regional airliner sector at a 
time when several other Euro- 
pean aerospace groups are 
planning rival aircraft for this 

mar ket. 

Deutsche Aerospace, the 
large aerospace subsidiary of 
the German Daimler-Benz car 
group, is considering develop- 
ment of a 130-seat regional 
jetliner in co-operation with 
Aerospatiale of France, Aer- 
italia of Italy and Casa of 


THE MONDAY INTERVIEW 


Fokker, the Dutch aircraft 
'manufacturing company, is 
also planning to develop a 
larger 130-seat version of its 
Fokker 100 regional jet Boeing 


give 


a nd McDonnell Douglas of tho 
US are also competing in this 
market with the smaller Boe- 
ing 737-500 and the MD-87 
respectively. 

BAe has already won 300 
orders for its four-engine BAe 
146 100-seat aircraft since it 
was launched in 1977.' 

The aircraft, which is 
described as a “whisper jet”, 
was originally designed to 
operate out of noise-restricted 
airports ami from short run- 
ways. 

However, BAe has sought to 
expand the overall market pen- 
etration of the BAe 146 family 
first by announcing this sum- 
mer the development of an 80- 
seat version and now by decidr 
ingto develop a larger 130-seat 

BAe is understood to he con- 
sidering developing the new 
130-seat version as a twin-en- 
gine rather than four-engine 
aircraft This is likely to make 
it more co m petitive by reduc- 
ing fuel costs. 

Although demand for 
regional jetliners in the 70- to 
130-seat class is forecast to 
total about 2£00 over the next 


20 years, this is not expected to 
be large enough to accommo- 
date the number of rivals 
vying for this market 

Deutsche Aerospace has 
nnmp gi g r yvj for a rationalisa- 
tion of the European regional 
jetliner manufacturing indus- 
tries on the lines of the Euro- 
pean Airbus consortium, which 
manufactures airliners of more 
than 150 seats. 

But while BAe, Deutsche 
Aerospace, Aerospatiale and 
Casa are all partners in the 
Airbus programme, they 
remain competitors in the 
regional airliner market. 

The German group has been 

mrimm to Trad a new ra mmer . 

-dal aircraft project and has 
been pressing other European 
companies to co-operate in the 
development of a 130-seat 
regional jet. 

The cost, however, of devel- 
oping a completely new air- 
frame for a regional aircraft 
would amount to about $2bn, 

compared with the S400m cost 

of developing a stretched deriv- 
ative of an exisiting airframe 
such as the BAe 146. 
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J P. Morgan has 

always taken a lofty 
view of world events. 
So Sir Dennis Weath- 
ers tone (left), its chair- 
man, responds with 
Studied calm when 
asked whether he is 
worried by turbulence 
in the world banking 
industry. 

Page 36- 
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■TODAY: 

Japanese industry: Once deridod aa 
a nation of copy-cats. Japan la 
surging to the forefront of 
technological advance. 
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■ TUSSDAY: 

H Hwrtanda; After 13 month* of 
relative calm, the new Dutch 
centre-left coalition fe being harsh 
economic realities. 


Thailand: The country Is breaming 
on the tails of the “Asian Tigers” 
after three years of hectic growth. 
But Inflation and other strains 
suggest it may be tune for toe 
brakes. 
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1 As Japan's space programme 
| r e ach e s tor the sky, so does Ke 
In 


■ FRIDAY: 

Retailing: While some retailers are 
looking forward to what la 
traditionally their busiest trading 
period, others are braced for a grim 
Christmas season 


BUY YOUR ROLEX DIRECT FROM 
WATCHES OF SWITZERLAND 



Rolex watches combine durability and high performance with 
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INTERNATIONAL NEWS 


Canada cautious 
over Mexico-US 
free trade talks 

By Peter Montagnort and William Duliforce in Brussels 


A decision on whether Canada 
will participate in free-trade 
talks between Mexico and the 
US has been deferred until Jan* 
uary. Ministers from the three 
countries decided here yester- 
day to hold two farther ses- 
sions in December and Janu- 
ary before reaching a decision 
that could presage the creation 
of a full North American free 
trade area. 

A senior C anadian official 
said following yesterday's 
meeting that there were no 
Insurmountable obstacles to 
Canadian participation. 

The protracted nature the 
consultations suggests there is 
some hesitation on the part of 
the other two players who 
have yet to define the scope of 
their proposed arrangement 

The US already has a free 
trade arrangement with its 
northern neighbour and Ott- 
awa is concerned over the pos- 
sible impact of a separate deal 
with Mexico. 

Its anxieties focus on the 
possibility that this could 


undermine the so-called anto- 
pact which allows for free US- 
Canadian trade in cars under 
certain local content require- 
ments dp fi i gTted to Kraft sales 
into the US of Asian cars 
assembled in Canada. 

Canadian businessmen are 
also worried that cheap Mexi- 
can textiles and other goods 
maanifoctured in its duty free 
zones bordering the US would 
seep into their home market 

Some trade officials regard 
the US- Mexican talks as poten- 
tially leading to the formation 
of an exclusive regional trad- 
ing bloc. 

This is particularly worrying 
to Latin American countries 
such as Chile which have 
adopted liberal trade policies 
in recent years. 

However. Mr Arthur Dunfcel, 
General Director of the Gen- 
eral Agreement on Tariffs and 
Trade said yesterday that there 
was no automatic conflict 
between bilateral trade 
arrangements and the multilat- 


eral system. 


Fibre-optic link across 
Soviet Union downgraded 


AN ambitious scheme to create 
a single fibre-optic fink across 
the Soviet Union has been 
technologically downgraded to 
satisfy US and British fears 
that it posed a security threat, 
writes William Dawkins in 
Paris. 

The prefect, to be run as a 
joint venture between the 
Soviet Ministry of Telecommu- 
nications and a consortium of 
western telecommunications 
operators, has been divided 
into sections linked by much 
lower-capacity cables than 
originally proposed. 

Washington objected last 
June to the original plan for a 
single high-capacity cable, on 
the grounds that it could be 
used by the military and would 
make it harder for western 
security services to monitor 
calls. The new project has sat- 
isfied their worries, said offi- 
cials at CoCom, the organisa- 
tion responsible for stopping 
exports of militarily useful 


western technology to the 
Soviet Union and strategically 
sensitive eastern European 
countries. 

Alcatel, the French telecom- 
munications equipment sup- 
plier, has won the contract for 
the first FFrlOOm (£l0J2m) sec- 
tion of the revised project, a 
250km link between the Siber- 
ian cities of Irkutsk and Ulan- 
Ude, 50km of which will cross 
Lake Baykal, the world’s larg- 
est freshwater lake. 

The cable will have a 34- 
megabit per second capacity, 
well below the 45 Mbit/s above 
which optical fibre links have 
to be vetted by CoCom. 

Alcatel will also be bidding 
for other sections of the 
10,000km line, to cross the 
Soviet Union from the west to 
the Pacific coast, th oug h com- 
pany officials do not know 
when these will be allocated. 

The full project will com- 
plete a round-the-world net- 
work of fibre-optical cables. 


GM expected to give go-ahead for east German car plant 


GENERAL Motors of tbe US. the 
world's leading car maker, is expected 
to decide today to go ahead with its 
plan to build a 150,000 cars-ayear 
assembly plant in Eisenach, east Ger- 
many, writes Kevin Done. 

The GM board, which meets today, 
is expected to approve the project, 
which could involve a total invest- 
ment of more than DM750m (£259 -5m). 

The GM move will be the second 
step by a leading western car maker 
to build an assembly plant in east 
Germany, and follows Volkswagen's 
decision to invest up to DM5bn in new 
automotive operations in east Ger- 
many. including a DM3 bn. car plant at 


Mosel, near Zwickau^ dose to the far- 
mer East German Trabant car plant 

GM*s investment in Eisenach, the 
east Gmrnan city where the Wartburg 
cars are produced, is expected to 
involve a car plant with body welding, 
paintshop and final assembly 
operations. 

it is expected that most sheet metal 
stampings would be supplied from 
GM stamping plants In western 
Europe. 

GM is considering asse mbling thp 
Opel Kadett (Vauxhall Astra) in 
Eisenach and probably the Opel Corsa 
(Vauxhall Nova) small car. now pro- 
duced in Spain. 


Production at Eisenach is expected 
to begin in late 1992 or early I993.lt is 
intended that the plant would be a 
wholly-owned GM venture led by 
Opel, GMs German subsidiary, with- 
out a local partner. 

In a pilot project GM began small- 
volume car assembly In Eisenach In 
October from SKD (semi-knocked 
down) kits supplied from its plants in 
western Europe. 

It is now assembling the Opel Vec- 
fcra (sold as tbe Vauxhall Cavalier in 
the UK) at Eisenach at a rate of KUJOO 
a year. 

GWs expected decision to press 
ahead with tbe investment in east 


Germany Is part of an ambitious 


It is already developing an engine 
plant and smaH-voImiie car assembly 
plant in Hungary, as well as an auto- 
motive components plant 
. In Czechoslovakia ft has reached 
preliminary agreement with tbe Slo- 
vak government to make transmis- 
sions and assemble cars. 

Last month it signed a protocol 
with, the Slovak government giving it 
exclusive rfgWa to establish transmis- 
sion manufacturing and vehicle 
assembly operations at the Bratis- 
lavske Automobilovd Zfivody (BAZ) 
plant in Bratislava, pending the oat- 


Mazowiecki and 


Church back Walesa «®r 


TH-V 


By Christopher Bobinskf in Warsaw 
and Bernard Simon in Toronto 


POLAND’S Prime Minister, Mr 
Tadeusz Mazowiecki. and the 
country’s influential Catholic 
Church yesterday appealed to 
the electorate to unite behind 
Mr Lech Walesa, the Solidarity 
leader, who is bidding to 
become president next Sunday. 

But Mr Walesa's rival. Mr 
Stanislaw Tyminski. the 
emigre businessman, continues 
to attract support despite 
attempts by his opponents to 
link him to the former commu- 
nist regime and its security 
services. 

In the latest opinion poll 
published by Polish radio and 
television, Mr Walesa is 28 
points ahead of Mr Tyminski’s 
30 per cent 

Mr Mazowiecki, who was 
beaten into third place in last 
Sunday’s first round, said suc- 
cess for Mr Tyminski could 
“endanger Poland and every- 
thing we have struggled fori*. 

Mr Walesa, meanwhile, con- 
tinues to question Mr Tymin- 
ski's past Tm not surprised 
that the staff of the former 
nomenklatura [old-boy net- 
work] and former secret police 
are trying to save the rem- 


nants of what was once 
theirs,” he said In a television 
debate on Saturday night. 

Mr Walesa was referring to 


those former security poli 
men who are working for Mr 
Tyminski. One of his aides at 
the state electoral commission 
is Mr Jerzy Gralak, once his 
scoutmaster and until recently 
a police colonel in charge of 
internal security for Ocbota, a 
district in Warsaw. 

”1 did not know about these 
details but Mr Gralak is compe- 
tent and he has now left his 
[Communist] party,” said Mr 

Ty minski. 

Officials at the Ministry of 
tbe Interior have shown that in 
1969, Poland's counter-intelli- 
gence overruled a decision by 
passport officials not to grant 
Mr Tyminski permission to 
travel to Sweden. His passport 
was later extended by the Pol- 
ish embassy in Stockholm even 
though he had refused to 
return to Poland. Mr Tyminski 
denie s all knowledge of thie, 
saying he ha< “too little 
now” to take individuals to 
court on libel actions. 

Mr Ronald Fox. a rangiflaw 



Walesa, left, and Tyminski shake hands in a Warsaw TV . 
at the weekend 


businessman whose wife is a 
friend of Mr TyminsM’s wife, 
said he met the former Polish 
consul-general in Toronto at 
the Tyminski’s home. Mr Fox 
has described Mr Tyminski as 
a “hard-core communist”. 

Mr Tyminski remains 
undaunted by these allega- 
tions. Indeed, the lack of any 
evidence of nefarious connec- 
tion 8 has given him the aura of 
someone who is being hounded 
by Solidarity simply because of 
his electoral success. It is also 
winning him more support . 

Support comes from those 
disillusioned with the continu- 
ing recession and eager to sup- 


port a candidate who appears 
to be independent of tbe' ruling 
establishment; from tbe young; 
because they see in Sotfiarity 
a movement which, belgpgs jo 
their parent*: and front 1 these 
who believe Poland will be 
bought out by western capital- 
ists. 

The country could become 
the "abject of economic aggres- 
sion”, said Mr T yminski, To 
avoid this, he suggests that 
Poland refuses foreign aid, 
stands on its own two feet by 
embarking on an export ot to 
stve to western markets and 
lowers taxes for small enter- 
prises. 


Pope names Casaroli’s successor as secretary of state 


THE Vatican marked the 
passing of the Cold War at the 
weekend when Pope John Paul 
II named Bishop Angelo 
Sodano to succeed ranfinai 
Agostino Casaroli as his secre- 
tary of state, writes John 
Wyles in Rome. 

Daring his 11 years as “the 


Vatican’s prime minister”. 
Cardinal Casaroli, aged 76, has 
seen more success than he 
might have expected in the 
task he was first giv en 27 
years ago by Pope John xxm 
- to rebuild the Church’s rela- . 
tfcms with eastern Europe. 

The pope spoke of his sense 


of loss at the resignation of 
Cardinal Ca w ro ti, which, has 
been in his hands since the 
cardinal readied the Vatican’s 
retirement age more than a 
year ago. 

Monslgnor Sodano, who wifi 
he made a cardinal in the next 
two months, represents conti- 


nuity, both because he is Casa- 
roll-trained and because he is. 
an Italian. Aged 88, he has 
spent nearly 30 years in the 
Vatican’s diplomatic service 
and for the last two years was 
under-secretary for relations 
with states, in effect the pope’s 
foreign minister. 


-Progress made on Eurofed 

Draft statutes for 
European bank 

By DarvM Buchan in Lesmo, near Milan 


EC central hank governors 
yesterday presente d draft stat- 
utes for the planned Eurofed 
fflntral h»nk th at leave rela- 
tively few gaps to be filled in 
by the forthcoming conference 
on monetary union. 

A confidential report to Com- 
munity finance ministers meet- 
ing here says that the 12 gover- 
nors have not been able to 
settle precise responsiMIiiy for 
exchange rate policy and the 
operational powers of the 
Enrofod’s six-strong executive 
board. The governors also said 
they had deliberately not tried 
“to detail operational aspects 
which may be outdated by the 
time [the system] is estab- 
lished”. 

One example of this con- 
cerns tiie issue of prudential 


supervision. Those national 
central banks, such as the 
Bank of Bngtand but. not the 
Bundesbank, which are respon- 
sible for chaciriTig that com- 
mercial banks are soundly run, 
will be able to continue tins 
role. But the governors say 
that in article 25 of their stat- 
utes. they “offer the possibility 
of riaftigruitfng th» European 
-Central Bank as a competent 
s uperv isory authority” in the 
fitLure. 

However, the governors 
clearly set out the final institu- 
tional architecture for the' 
Eurofed to manage a single 
currency, even though Mr 
Robin Leigh-Pemberton , the 

Bunk nf Rn gfand gn wpram- haa 

put on record hia political 
authorities' opposition to a sin- 
gle "imposed” c ur r en c y . . 


> 


■ C °J^s2dl5at it hoped- to settle the 
deal by xm&December. 

The com pan y is planning to invest 
more than $150m <£76^m) in the proj- 
ect which it hopes will be whoW- 
owned ratter than a joint 
It would make up to 250,000 car 
transmissions a. year 'largely tor 
export to its car assembly plants in 
western Europe. 

In addition, GM plans to assemble 
20-25.000 cars a year in Bratislava, 
TTwat probably its Kadett/ Astra and 
Yectra/CavaHer models far Bale in the 
Czechoslovak market 

Production could begin in late 1992. 


1990 


Thus, the governors say they 
are “firm ly of the view that 
indMsfbJliiy of monetary pol- 
icy, independence and demo- 
cratic accountability, federal- 
ism and suhkkUarity, denia l of 
monetary financing to the pub- 
lic sector, freedom to conduct 
foreign exchange market 
operations in the framework of 
the Community’s exchange 
rate regime, avafiah flity of the 
appropriate policy instruments . 
and autonomy are f 

indispensable cornerstones” on 
which the Eurofed must be 
built 
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Iraq talks pledge raises false hopes 


By Peter Riddell, US Editor, in Washington 
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THE financial markets may 
bare misread President George 
Bush's initiative to open direct 
contacts with the Iraqi leader- 
ship. If the rise in share prices 
and sharp fall in oil prices on 
Friday reflected hopes or a 
negotiated settlement and 
peace, they could be sadly mis- 
placed. 

As Mr Bush emphasised on 

that day — and senior US offi- 
cials have underlined since - 
the proposed meetings ' in 
Washington and Baghdad are 
not negotiating sessions to find 
some sort of deal The -marg 
aim is to convey directly to 
President SaddMiq Hussein that 
the TJS is serious about the 
option of military action if Iraq 
does _ not withdraw from 
Kuwait, restore the legitimate 
government and free all hos- 


s 
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Mr James Baker, US secre- 
tary of state, said yesterday 


that there could be no negotia- 
ting downwards from the UN 
resolutions. 

US officials are sceptical 
about whether the diplomatic 
exchanges will produce a shift 
in Baghdad’s policy, a view 
shared by Soviet leaders. But 
Washington believes the meet- 
ings are necessary to keep the 
international coalition together 
and Car domestic reasons. 

President Bush wants to 
d emon strate to the US people 
that he is willing to wiwnrf 
diplomatic options - “to go 
the extra awe for peace” - 
before deciding on military 
action. EEs initiative has been 
welcomed by congressional 
leaders and, for the moment 
has reduced some of the 
domestic criticism which built 
up during last week’s hearing s 
. on Capitol Hill But this only 
defers, rather than resolves, 
the issue of how, and when, to 


Mozambique secures 
Renamo peace pledge 


By Our Foreign Staff 

THE Mozambican government 
and the rebel Renamo move- 
ment agreed at the weekend on 
the first stage of a ceasefire in 
the country’s 15-year civil war. 

The agreement, signed after 
talfcfi in Borne, came a day 
after the government intro- 
duced a multi-party, mixed- 
economy constitution. Elec- 
tions are expected to take place 
in 1991, provided a fun cease- 
fire can be implemented and 
differences settled over how 
the country’s first multi-party 
poll will be organised. 

“I hope that this will, in a 
short time, be followed by a 
ceasefire agreement to end the 
war,” said Mr Armando Gue- 
buza, Mozambique's transport 
minister, after Rfmiriwg the 
hand of Mr Raul Domingues. 
Renamo’s “foreign minister”. 

On Thursday last week Pres- 
ident Joaquim Chissano 
offered to merge government 
forces with Renamo once the 
war had ended. 

Under the agreement all 
Zimbabwean troops in Mozam- 
bique, who have been deployed 
on the government side, will be 
confined to two four-mile-wide 
transport “corridors” running 


from Zimbabwe’s border to the 
Mozambique ports of Beira and 
Maputo. 

■ Many of the estimated l(LOOO 
Zimbabwean soldiers are 
already protecting the routes, 
but others have played an 
offensive role in a war that has 
cost hundreds of thousands of 
lives. 

One million refugees have 
sought sanctuary, mainly in 
Malawi A further &4m people 
- out of a population of 15m - 
have been displaced from their 
homes Mozambique. 

Under the agreement, which 
will he monitored by an inter- 
national eommiaginn, the Zim- 
babwean troops must be 
regrouped In the corridors by 
December 1&. 

Renamo said it would not 
attack the Zimbabwean forces 
in the corridors. In return the 
troops must abstain from any 
offensive military operations 
white regrouping. 

The two sides have also 
agreed to give the Geneva- 
based International Committee 
of the Red Cross (ICRC) the 
light to. go anywhere in 
MiwamWiyift to help victims of 
file conflict. 


Chad government falls as 
rebel forces seize capital 


By Our Foreign Staff 

THE central African 
government of Chad fen yester- 
day when - the rebel leader 
Idriss Deby and his troop6 took 
control of Ndjanxena. the capi- 
tal. two days after capturing 
the strategic northern town of 
Abeche. 

President EQssene Habre fjed 
the capital on Friday and is 
thought to have taken refuge 
in neighbouring Cameroon. 

The Chadian amTw»w»dinr to 
Paris denied reports by the offir 
dal Libyan news agency Jana 
which quoted unidentified 
sources as saying Mr Habre 
and aides had been killed. 

Mr Deby, 37, is a professional 
soldier trained in France, the % 
former colonial power. He 
helped President Habre oust 
former President Goukouni 
Oueddei from power in 1982 
and then served as defence 
minister until Pre siden t Habre 
accused him of plotting a coup 
in April 1989. 

Mr Deby, leader of the Popu- 
lar Salvation Movement, began 
his military campaign a ga i ns t 
President Habre on November 
10, initially operating from 
bases in Sudan. President 
Habre accused Libya of t akin g 
part in the fighting, but French 
diplomats described it as a 
domestic conflict. 




EOssene Habre: fled 
capital on Friday 

Jana welcomed Mr Deby’s 
victory, saying Mr Habre had 
been “an obstacle in the way of 
national reconciliation and an 
obstacle to good neighbourli- 
ness”. 

Last week France reinforced 
its l.ttXKtrong military pres- 
ence in Chad, but said it would 
not take sides in the fighting. 

Mr Deby has pledged to 
respect democracy and hu ma n 
rights an d to e stablish a 
multi-party system. 
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seek congressional approval 
for any military 

The sole “wiggle room” in 
Mr Bush's proposal is that, 
within the context of fulfil- 
ment of the UN resolutions, 
toe US is prepared to “discuss 
all aspects of the Gulf crisis”. 

Mr Baker said yesterday, as 
the US has before, that after 
Iraqi withdrawal from Kuwait 
there could be discussions 
between Iraq and Kuwait 
about the differences between 
them. He added that he would 
reject any link which Iraq was 
seeking to introduce between 
the Gulf crisis and the Pales- 
tinian 

Moreover, Mr Baker said 
there was the “assurance that 
if Rndriarn Hug wain complied 
with the resolutions his reward 
for that would not be a mili- 
tary attack by file US”. But, 
after the end of the crisis, the 
US would stfll seek to address 


the issues of Iraq's “possession 
of weapons of mass destruction 
ar>H its disproportionate mili- 
tary power”. 

However, the prospect of 
these meetings fills Mr Henry 
Kissinger, a former secretary 
of state, with “foreboding". Ete 
believes it will be difficu lt both 
to distinguish between discus- 
sions ynrf negotiations and to 
hold the in ternat i onal mnH Hnn 

together, since European and 
other countries may be encour- 
aged to start their own negotia- 
tions with Iraq. 

AP adds from Riyadh: Mr 
James Watkins, US energy sec- 
retary, held talks yesterday 
with Mr ffisham Nazer, Saudi 
Arabia’s ail minister. Sources 
said they were discussing an 
arra n g em ent under which the 
US would draw down their 
strategic oil reserves to keep 
oil prices lower if Gulf produc- 
tion was halted by war. 



Tank crews with the British 7th armoured brigade relax after a simulated battle in Saudi Arabia 


Top executive at troubled Itoman group found dead at home 


THE troubles of Woman, the debt-laden 
Japanese trading and property develop- 
ment group, turned to tragedy over the 
.weekend when a top executive was 
found dead at his home, Stefan Wagstyl 
wr ifc s from Tokyo. 

Pdlice gaiA Mr Yoshikuni Kato, SL, 
apparently committed suicide by 

i li rr U ft i'm p- to h ]K hath Notes from Mr 

Kata addressed to his wife and eldest 
daughter were found at the house, in a 
suburb of Nagoya, in central Japan. 


Mr Kato's death comes amid attempts 
by itnman to re s tr uct ure its finances, 
including debts totalling Yl,300bn 
(£5.lbn) with the support of Sumitomo 
Bank, a leading commercial bank and 
Roman’s largest creditor. 

Mr Ichiro Isoda, former chairman of 
Sumitomo, has resigned over his role in 
the affair, as have a number of other 
officials at Sumitomo and Itoman. 

Mr Kato was a senior managing direc- 
tor of Itoman and manager of its branch 


in Nagoya, where much of the compa- 
ny’s recent expansion in debt-financed 
property investment has been concen- 
trated. 

Mr Kato, a former employee of Sumi- 
tomo Bank who joined Itoman in 1982, 
played a key part in managing these 
investments and in maintaining links 
with Sumitomo. 

He was also responsible this year 
for helping recruit Mr Suemitsu Ito, 
a businessman with extensive links 


with finance and property companies. 

Mr Ito became a director and oversaw 
a rapid expansion of Roman's already 
substantial debts. He resigned a month 
ago after officials from Sumitomo Bank 
started examining the full extent of the 
company's assets and liabilities. 

The relationship between Sumitomo 
Bank and Itoman has been close since 
Sumitomo rescued the trading company 
from a previous financial crisis in the 
1970s. 


Ayodhya 
temple 
rivals in 
peace talks 

By K.K. Sharma 
in New Delhi 

HINDU fundamentalists and 
Moslem leaders met for the 
first time at the weekend over 
plans to build a temple at 
Ayodhya, northern India, site 
of an ancient mosque. 

Police have killed more than 
20 Hindu militants following 
attempts to start construction 
work on the temple, which is 
opposed by the government 

The weekend meeting is con- 
sidered a breakthrough in 
efforts to settle the Issue 
peacefully and could ease pres- 
sure on the government, under 
Prime Minister Chandra Shek- 
har, to solve the dispute. 

No agreement was reached 
but Hindu and Moslem leaders 
ore to meet again tomorrow. 

Former prime minister Rajiv 
Gandhi, whose Congress party 
now backs the minority gov- 
ernment has suggested to Mr 
Chandra Shekhar that a com- 
mission of five Supreme Court 
judges be formed immediately 
to determine whether a temple 
existed at the site of the Babri 
mosque in Ayodhya. 

Hindus are determined to 
build the temple, where they 
believe the god Ram was bom. 
If accepted, Mr Gandhi’s sug- 
gestion could defuse tensions. 


Sustained 
Growth Ahead 


During the 1980s, Canon ’s revenues almost quadrupled, as 
it strengthened its position in the Office Automation (OA) area. 
Canon’s Chairman Ryuzaburo Kaku explains. 


By Brian Robins 
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Mr. R^abno K a lrn , chairman, Canon Inc. 


Robins. : The 1980s was a 
period of sustained growth for 
Canon. Can that rate of growth 
be maintained? 

Malm; I think wc can con- 
tinue expanding at the same 
pace, as Canon continues to 
diversify. I have my own theory 
of diversification, which I will 
briefly explain. 

There are some companies 
which specialise in one field. 
But if you do not diversify your 
business, you cannot expect to 
grow beyond a certain level. As 
diversification itself requires 
some risk, the first step should 
be to move into areas peripheral 
to existing operations. If you 
can expand using s kills already 
accumulated in production and 
marketing, then there is very 
little risk. 


Diversifying by 
Minimising Risk 

In our case here at Canon, a 
good example was to expand 
from 35mm cam eras into 8mm 


movie cameras, where we could 
utilise the same marketing and 
technology base. 

The second step in diver- 
sifying involves using existing 
skills in either marketing or 
technology, to move into related 
areas. An example of this was 
our move from cameras to mak- 
ing copiers. Here, the risk is 50 
per cent. The third step involves 
vertical integration — moving 
upstream into the materials area, 
or downstream into marketing. 

A fourth step involves mov- 
ing into completely unrelated 
areas, where the risk is 100 per 
cent. My analysis is static, but 
dearly, by moving further and 
further into areas peripheral to 
existing operations, then the 
scope of the business can ex- 
pand dramatically over time. 

Robins: Now, at present. 
Canon generates the bulk of its 
revenues from the OA field. 

Kaku: "tes. Cameras account 
for 15 per cent of revenues, other 
areas account for six to seven per 
cent, so that leaves the balance 
to office automation products. 


Robins: For future growth, 
to which fields are you looking? 

Kaku: Looking strategically, 
we are moving into an infor- 
mation-oriented society so tele- 
communications is likely to be 
the fastest-growing sector. 


Energy a key future 
focus 

But, as environmental prob- 
lems worsen, this field, too, is 
presenting some areas of interest, 
especially the broad sector of 
energy. At Canon, we have ac- 


cumulated some expertise in 
photovoltaic cells through our 
R&D in the field of amorphous 
sffioones which we use in our 
copiers, for example, which may 
have some application in solar 
cell development. 

And, thirdly, Japanese so- 
ciety is aging quickly. So, the 
medical field will become in- 
creasingly important. We are 
already active here, and will 
become more so in the future. 

Robins: Of these three fields, 
which do you think holds the 
greatest promise, longer-term? 

Kaku: I would say energy. 
This will emerge more dearly 
in the next century, and our 
present involvement in the field 
of photovoltaic cells will be- 
come much more important. 

Demand for power will 
continue to grow in the future, 
which may pose some problems 
due to a lack of dean and cost 
efficient energy sources. I am 
confident that, longer-term, 
this fidd will be very important. 

Robins: The 1980s saw a 
big geographical diversification 
of your activities. 

Kaku: Yes, but this was part 
of a definite policy. We are aim- 
ing to become a truly global 
corporation. By this, I don’t 
mean a multinational company, 
but rather, to be globalised, 
with fully integrated operations 
in each of our major markets. 


‘Good corporate 
citizen 9 

Wfe have been establishing 
operations in Europe, the US, 
Southeast Asia and, currently, 
in China, with the philosophy 
that each operation must be a 
good corporate citizen, contri- 
buting to the local sodety. 

Multinational corporations 
operate worldwide with the sole 
aim of making money. Of 
course; we at Canon, too, wish 
to make money, but that should 
not be the overriding ambition, 
since we must make a contri- 
bution to the local sodety and 
economy. 

We are now strengthening 
our offshore manufacturing 
operations, and the next step 
win be to site R&D centres off- 
shore This step has just started, 
and it will be completed in the 


next century. 

Robins: So with this sce- 
nario, what will be the role for 
the head office? 

Kaku: The head office will 
coordinate overall operations. 
Over time, regional headquar- 
ters in Europe, the US and Asia 
will gain control of financing 
and R&D, but this will be in 
the final stage of globalisation. 
Until then, these areas will still 
be controlled by the head office. 

Robins: Eastern Europe is 
emerging as a market with con- 
siderable potential. How are you 
intending to move to capitalise 
on opportunities emerging? 

Kaku: It will take time: 
For example, even today, our 
sales company in Germany is 
still selling considerable quanti- 
ties of typewriters in Eastern 
Europe; but not products like 
copiers or fax machines. 

With time, it will become 
a large market, and a good 
market for us. 1 also hope; too, 
that the USSR will emerge as a 
good market for us. 

Robins: What priorities 
guided you in choosing France 
when setting up production in 
Europe? 

Kaku: When we looked at 
internationalising our manu- 
facturing operations further, we 
thought of entering those areas 
with the severest economic fric- 
tion with Japan. We considered 
that Europe could become more 
difficult than the US, and within 
Europe, France: That is why we 
put our priority on France over 
the UK. 

We approached these issues 
entirely differently to most 
other Japanese companies, 
which have chosen the UK. So, 
after establishing operations in 
Europe; and then the US, since 
we are a public company and 
must make a profit, we then 
entered developing countries, 
which have lower production 
costs. 

It takes time and money to 
establish strong operations in- 
ternationally, but I think we are 
slowly succeeding. In Europe, 
we are well represented in France; 
Germany and Italy, and we 
consider that the next candi- 
date may be the UK. In the US 
we have two plants, and the 
number may increase further 
in the future 


Canon 

Canon Inc., Japan 

Canon Europa N.V., Netherlands / Canon (UK) Lid., England 
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Latin American 
ministers meet to 
prepare strategy 

By Leslie Crawford in Santiago 


INTERNATIONAL NEWS 


FINANCIAL TIMES MONDAY DECEMBER 3 1990 


Bush visit seen us beginning of a new era 

Pnhprt Croham onr! D A f A . ntjj.n 


Robert Graham and Peter Riddell 

look ahead to the president’s 
five-nation Latin American tour 


FINANCE and economy 
ministers of eight Latin Ameri- 
can countries held a surprise 
meeting at a Chilean seaside 
villa over the weekend to map 

S^ 0Q strale 33 r ahead 
■ ^ President George Bush's 
visit to the region this week 
Many of them are frustrated 

hi, IS® ^ck of Proems in Mr 

Bush s Enterprise for the 

Americas Initiative - an ambi- 
Plan launched in June to 

^ ^ trade zone 
AJaska to Tierra del Fuego. - 

pJJJr ^elandro Foxley, the' 
^ nce minister, said' 
M^Trc y; * *re Soing to hold 
JJ* lts word and point 

out the contradiction of 
preaching free trade against 
the actions of an increasingly 
protectionist US Congress - 
. Mr Foxley said be had 
invited his Latin American col- 
leagues to discuss, informally 
and in private, issues of inter- 
est to the region. In addition to 
tne US president's tour, they 
reviewed the impending Gatt 
talks, the Gulf crisis and the 
prospects for greater economic 
integration among Latin Amer- 
ican countries. 

The ministers, from Mexico. 
Colombia, Peru. Ecuador, Boli- 
via, Chile, Brazil and Uruguay 
also called on the European 


Community to start negotia- 
tions on a free-trade accord 
with Latin America. 

Mr Pedro Aspe. the Mexican 
finance minister, said the pros- 
pects for joint Latin American 
initiatives were better than 
ever before. “For the first time 
many of our countries are pur- 
suing the same economic goals, 
with the same policies. There 
is great scope for co-ordinating 
and harmonising our efforts " 

Mr Foxley said he hoped 
these meetings would be held 
regularly. As president or the 
IMF and World Bank's develop- 
ment committee, he will be act- 
mg as a spokesman for Latin 
America's concerns. 

News of the gathering, held 
near the coastal resort of Cach- 
agua, 150km north of Santiago 
was kept secret until the last 
minute because of growing 
security concerns in Chile. 
k® 51 ip°nth, a Canadian citizen 
was killed by a bomb at a base- 
ball match in Santiago. Two 
other Canadians, two 
Americans and a Chilean were 
also injured. Earlier in Novem- 
ber, a bomb in a restaurant in 
the coastal resort of Vina del 
Mar hurt three US marines. 

Until these attacks, foreign- 
ers had not been the target of 
terrorist actions in Chile. 


P RESIDENT George Bush 
this morning arrives in 
Brazil at the start of a 
five-nation, week-long trip to 
Latin America to express sup- 
port for the recent consolida- 
tion of democracy and internal 
reform programmes, while 
pushing his proposals for 
closer economic ties. 

In particular. Mr Bush will 
seek to take forward his Enter- 
prise for the Americas lnitia* 
live launched on June 28, 
which provides for talks lead- 
ing to free trade agreements 
with Latin American countries, 
relief on official debts owed to 
the US and a programme with 
the In ter- American Develop- 
ment Bank (IADB) to encour- 
age investment and privatisa- 
tion. 

US officials point to the talks 
already under way on lowering 
trade barriers and on develop- 
ing the IADB’s new lending 
programme to aid investment, 
especially by the private sec- 
tor. However, legislation 
needed to authorise official 
debt relief, assistance for envi- 
ronmental projects and a US 
contribution to the multilateral 
investment fund run by the 
IADB failed to be approved by 
Congress, except for one small 
provision covering food loans, 
when it adjourned in late Octo- 


ber and Mr Bush will promise 
to reintroduce the measure 
early next year. 

Latin American leaders 
expect few concrete results 
from Mr Bush's visits to Brazil, 
Uruguay, Argentina, Chile and 
Venezuela, in view of Washing- 
ton's preoccupation with the 
Gulf crisis and the uncertaln- 
ties about the outcome of fi na l 
talks on trade liberalisation in 
the Uruguay Round. 

Nevertheless, leaders In the 
region are convinced Mr 
Bush's presence symbolises the 
beginning of a new era anH 
they have welcomed his initia- 
tive as providing a useful 
framework to the build a new 
economic partnership. They 
believe mutual antagonisms 
over security interests have 
faded away with the end of the 
Cold War, while co-operation 
has been enhanced with the 
region-wide consensus on mar- 
ket-oriented economic policies. 

Mr Bosh will have to allay 
concerns that the US is mainly 
interested in deepening ties 
with its immediate Latin 
neighbour, Mexico. He will also 
be challenged about the small- 
ness of the proposed $300m 
f£153m) new regional Invest- 
ment fund and continuing 
problems over the region's 
overhang of debt 
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'Bush, out of the Gulf, out of Argentina,- reads a slogan on a JfcwS. JSSSSEd of the visit 


A week ago Mr Bush met 
Mexican President Carlos Sali- 
nas de Gortaxi in Monterrey; 
they discussed the timetable 
for establishing a North Ameri- 
can Free Trade Agreement, 
also involving Canada. This is 
being presented as the model 
for the rest of the region. By 
visiting the other leading coun- 
tries now, US officials hopes 
Mr Bush will be able to demon- 
strate a sense of balance. 

Mr David Mulford, Treasury 
under-secretary for interna- 
tional affairs, admitted on Fri- 
day that the free trade agree- 
ment with Mexico was the US’s 
first priority and would be 
given that place in the negotia- 
ting process. However, the US 
has signed bilateral framework 


B Our commitment to the 


agreements in the past few 
months with Bolivia, Colom- 
bia, Ecuador, Chile and Honda- : 
ras and is digmccjne a multi- 
lateral framework agreement' 
with Argentina, Brazil, Uru- : 

g oay and Paraguay, which: 

ave come together with plans' 
tor regional economic integral 
tion by 1994 to reduce sectoral 
trade barriers. = 

Chile is already pressing 
ahead with proposals for afree 
trade agreement with the QS 
and is demanding greater reci- 
procity from Washington to 
match its own lower tariiis. 
The US has just annonnc&d 
proposals to remove squk^dT 
the remaining trade restric- 
tions imposed because Itof 
abuses of workers’ rights and 


other features of the previous 
military dictatorship. 

Venezuela is anxious to fair* 
advantage of its role as a stra- 
tegic supplier of crude and 
refined products to the US to 
wring commercial advantage 
from nan-traditional exports. 

Both Argentina and Brazil 
are also expected to raise with 
Mr Bosh the issue of controls 
°n the transfer of technology 
and its use in exports to third 
countries. Argentina has come 
-under scrutiny because of its 
earlier involvement with Egypt 
and Iraq on the Condor ballis- 
tic missile, while Brazil claims 
it is being unfairly pe nalis ed 
by th e US for the export by 
previous regimes of sensitive i 
military equipment 
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wen t deeper than the rest. 



An achievement as monumental as the Channel Tunnel 
could only be supported by a company able to call on resources 
like those of Blue Circle Industries. 

Our cement is the essential ingredient in each and 
every one of the giant tunnel segments on the UK side 
of the project And it is also used in the construction 
of the necessary terminals and marshalling yards. 
Up to the point of breakthrough that's 
some 460,000 tonnes of our most famous 
product 

The job called for a single source of 
supply, consistently high quality and 
alternative methods of transport As we 
already supply half the nation's cement, 
we took these specifications in our stride. 
After all, we can call on the UK's 
largest cement works at Northfleet to 
produce the right quality cement with 
connections by road, rail and water. We have 
800 bulk rail wagons, 300 lorries and two 800 
tonnes barges plus ten other cement works with a 
specialist workforce of 3,500 people. 

To consolidate our market position, we've recently 
opened another European link by acquiring 50% of 
Danish manufacturers Aalborg Portland. Yet another step in 
our growth as a world leader in building materials. 

So while we remain very much at work down below, we'd 
like to think our part in making history proves again our ability 
to rise to the challenge. 


T TO 1 • 4 PU._. troops of 190 East Germai 
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across the Berlin Wall and tl 
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1961 and last year, Lesl 
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LUUfai gU warrant for Mr Honecker 
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Chilean foreign minister, said * 

at the weekend. Axe poised Over 

tfdSTSiSS g’ciffi Gillette blade plant 
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The killings were planned by k ‘ 

DINA, Gen Augusta Pinochet’s 

known csroaf state-sponsored ® an gl a desh battles 
terrorism on US soil Up to 70 people may have been 
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the restoration of democracy in between Bangladesh security 
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i»ue in US-Chilean relations foot™* against a state of emer- 


NEWS IN BRIEF 


Israeli and 
Arab die in 
: Tel Aviv 
bus attack 

ONE Israeli was stabbed -to 
death and three were wound. 1 
yesterday when several Ara., i 
attacked passengers on a bn 
I. in the Tel Aviv area, write: 

I Judy Maltz in Jerusalem. 

(hie of the Arabs was shot 
dead and two others were 
wounded, after a border 
I policeman stormed the bus. 
The three attackers, residents 
I of a West Bank village, 

! I their way to the back of the 
bus, pulled knives out of their 
is bags, cried “Alahu Akhbar” 

I (God is great), and stabbed 
e passengers on the bus. 
i- I • Israeli airports, schools and 
d I government offices were shut 
o I down yesterday, as 500,060 

0 public sector workers went on 
I strike called by the powerful 

1 I Histadrut labour federation. In 
i I protest at government plans to 
s I change the minimum wage 
j I law and to tax pension funds. 

1 I 

» Warrant for 
J Honecker’s arrest 

| | East Germany’s ailing 78-year - 
[ I old former leader, Mr Erich 
I Honecker, faces arrest on 
charges of manslaughter In 
I the fatal shooting by border 
I troops of 190 East Germans 
I who attempted to escape 
across the Berlin Wall and the • 
( former border between East • 
and West Germany between 
I 1961 and last year, Leslie 
Colitt reports from Berlin. A 
warrant for Hr Honecker’s 
arrest was issued by officials 
In west Berlin, but an attempt 
I to serve the war ran t on Satur- 
day was initially rejected by 
I the Soviet military authorities. 

Axe poised over 
Gillette blade plant 

I The Gillette Company 
I warned that it may the 
world’s biggest razor blade 
plant in Boston if the city goes 
ahead with a plan to ban 
ozone-depleting chemicals. 
Alan Friedman writes from 
New York. 

Bangladesh battles 

Up to 70 people may have been 
killed and 500 Injured in five 
days of sporadic battles 
between Bangladesh security 
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ahead of President George 
Bush’s arrival in Santiago on 
Thursday. 

One of the conditions of the 
Kennedy Amendment, named 
after Senator Edward Kennedy, 
who led the campaign for an 
arms embargo against Gen Pin- 
ochet s dictatorship, is that the 
Chilean government take seri- 
ous steps to bring the culprits 
of the Letelier-Mnfflt assassina - 
tions to trial. 

The case has been blocked 
for years in Chile’s military 
courts. But legal reforms being 
studied could hand the case to 
a civilian court 

Retired general Manuel Con- 
treras, former chipf of DINA 
and once the second most pow- 
erful man in Chile, has been 
indicted in the US as the “intel- 
tectual author" of the crime, 
pie Chilean Supreme Court 
turned down a US request for 
his extradition. 

. Tkei US has handed Presi- 
dent Patricio Ayl win’s govern- 
ment several volumes of evl- i 
aence pertaining to the case, 1 
out it remains to be seen ' 
whether the civilian courts mti i 
overcome Chile's mighty milt * 
tary establishment and put Mr < 
Contreras in the dock. I 


gency, witnesses said yester- 
day, Reuter reports from 
Dhaka. 

BCCI sentences 

A court in Tampa, Florida, has 
imposed jail sentences from 
three to 12 years for drug 
money laundering offences on 
five former executives of the 
Bank of Credit and Commerce 
International, writes Richard 
Donkin 

Venezuelan loan 

The World Bank has approved 
a Sioom (£51m) loan to help 
the Ktimated 22 per cent of 
the Venezuelan population 
now classified as living in con- 
ditions of “extreme povert y ** 
writes Joseph Mann in Cara- 
cas. 


Burmese borrowing 

The Burmese government has 
Promulgated a law aimed at 
stimulating the private sector 
allow indnstrlal- 
mts to borrow from the eov- 

01 wooing 
•gtaLChit Tun writes ££[ 
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Blue Circle Industries PLC 
A CONSTRUCTIVE APPROACH TO TOMORROW. 




STATE LOAN 
OF THE KINGDOM 
_ OF HUNGARY 
E/Wo (NOW 2.75%) 
STERLING BONDS 1924 


Notice is hereby given 
that with effect from 1st January 1991 
Barclays Bank PLC 
Stock Exchange Services Department 
168 Fenchurch Street 
London EC3P 3HP 
has been appointed the 
London Paying Agent in place of 
NM Rothschild and Sons Limited. 


-* f f 

■ • • - A : .;. - Sszi-'.. .V;': . "'4. -i l 

** - ! 


b&rclais global 



secui/hes services 













w FINANCIAL TTMES MONDAY DECEMBER 3 


1990’ 


fcs, 

f: 1 A ‘-‘ 

sSl 

JlUil t ' ''!> !'•«? - 


, ir| »?» 

igssi 

•If tt V\, % , J 1,a fW 

rs* ,r «•» to‘; k h ^w 

{ MitMi is M '^ a ho ift? 
! * K,; "'li.u^ U ' e| «SL^ 

j S’i-o™";;. »S'^ 

:^sSr4 

r Hhldji !•[ I | . Uu . ’, 

; ‘finn|-r t! lr JJjSJ 

I 'y- ,r '.i!li | 0r 
,«"iKvkor\ arrs 

^•SlSU'Sv 

« : gri 

| tntmvr h.,^*!** 

\ «iU Wc-m ^ 

f •»«» -nd 
. *«rrnn: ' I.V mV'VJ 
Jn &*»■.*£* 

°*S nj>. >ni;;-»i| t ■* 

A.w j\'ivd oi iT 

C.iiiU > ;u < hi.ivit: p‘ 

Cii tclI!? 

«r* j 5*4 

•r«>rla v r^,. 
PMnt ii*. iV.:nr ;t tb? *• 
Attend «••:■ ^ pi-,'' 

! PlUflr !?♦ ; • 

: Ai«n ■ 

I'Ncrtt V - 


ri.fr 

r.'.v 


Batty- :i,>ii ha;. 

t» r<» !-..r;ii navt Y 

Wife* **•' *».' iiyj: 

4«r* • *! *,»**s.*.t 

feffWPC;: '!.::if. ! r.c- . -j 
§»«** 9- ■ d. M!-:.- 

muing .:wr.s 4.: 

cr .: 

Ilfui- 

tU ( I Vfjls”-.. 
A'rrnct ■■! "- 

WUN ■.-!*"■ 

Hi#** 1 «• *<-' 

IMHK 1 :.«;«..»•■!:•+ Y - 

R%f '.TUT. • »■•-■■•■ 

S»nk « ; ? * ‘ - ,r ' k : 

|(Mr *•«.»:•. • 

fru-j ::: 

Vciiw '■•■•' 

rW H.-; V st*.k ^ 

i .. 

te CT * 1 " • . -• 

Kf .*• 

»»** ■- 

Rfmr.k ■ ' ' 

•’ ' ■' 

-1* 


hr 

itm-a! js-**:- 
Ittrfc »•’■* ‘ 

■I* (.•- ' 

rub, I'm • 


i!. ::^;liS ,B 




At noon on December 1, 1990, one hundred metres below the surface of the 
English Channel, history was made with the Channel Tunnel breakthrough. 

A physical link between Britain and the continent of Europe was re-established 

for the first time in 12,000 years. 

A handshake between two construction workers — one French, one British — 

put the seal on the historic moment. 

. The accuracy that has been achieved on the project is staggering — the two 
sections of the 50 kilometre tunnel met within millimetres. 

This privately financed project is a fitting testimony to the civil engineering skills, 
initiative and vision of the consortium of British and French contractors who met 
and overcame the challenge, who turned the dream into a reality - 

. and did so ahead of schedule. 



Balfour Beatty 
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INTERNATIONAL NEWS 


Bush warned on 
Congress stand 
over Gatt talks 

®y Peter Montagnon and William Dullforce in Brussels 


THE Bosh administration will 
Jose its authority to negotiate 
io the General Agreement on 
Tariffs and Trade (Gatt) if 
there is no quick result in the 
Uruguay Round of multilateral 
trade negotiations, a leading 
senator said yesterday, 

Mr Max Baucus, chair man of 
the Senate sub-committee on 
trade, said in Brussels that the 
so-called test-track nego tiating 
authority, which expires on 
March 1, will not be renewed. 

“I can see no circumstances 
under which the US Congress 
is going to agree to extend the 
fast-track," be said, as both US 
politicians and private-sector 
executives stepped up their 
pressure on other countries to 
make concessions at the flnni 
Uruguay Round meeting here. 

Mr Baucus warned that Con- 
gress would only ratify a Uru- 
guay Round agreement If it 
was a substantial one that 
brought “major benefits” to US 
industries, which would over- 
ride the opposition to the Gatt 
in many parts of the co untr y. 

Mr Don Pease, of the House 
ways and means committee. 


added: “In my area of Ohio, I 
find no constituency for the 
Gatt, no constituency whatso- 
ever." 

A final agreement had to 
keep intact the strong safe- 
guards In US law against 
dumping and subsidisation by 
its trading partners. "We think 
that’s the key to keeping a 
broad support for the ratifica- 
tion process in the manufactur- 
ing sector of our economy." 

Mr Sam Gibbons, chairman 
of the House ways and means 
sub-conunittee on trade said 
that Congress also wanted the 
US to retain its powers of uni- 
lateral retaliation against 
unfair trade. 

Section 301 of the Act which 
covers this right “is a trade 
liberalising procedure. It is one 
that we use to open markets, 
not just for the US but for all 
the world”. 

Asked what concessions the 
US could make to ensure a 
strong agreement, business 
executives said they preferred 
to concentrate on an agree- 
ment that opened foreign mar- 
kets. 



John Seed: concerned 
by lack of progress 

Mr John Reed, chairman of 
Citicorp, said he was con- 
cerned at the lack of progress 
in talks to free trade in ser- 
vices. 

The US needed tangible 
progress towards substantive 
liberalisation leading to new 
market openings ana market 
access, he , 

US fanners also needed mar- 
ket openings and were “frankly 
very disappointed" by the 
European Community’s pro- 
posal to cut supports by 30 per 
cent, said Mr Wayne BoutweH, 
president of the National Coun- 
cil of Farmer Co-operatives. 

"If that’s where we’re going 
to come out, we need to just 
pack our bags and go home.” 
he added. 


ABB to build power 
station in China 


By Angus Foster in Hong Kong 


ASEA Brown Boveri, the 
electrical engineering group, is 
to build a 4220m (£112 .2m) 
260MW power station in Chi- 
na’s southern province of 
Guangdong, across the Hong 
Kong border. 

ABB has set up a joint ven- 
ture company with Chinese 
authorities in Dongguan city, 
about 50 miles north of Hong 
Kong. The new company will 
build, own and operate the 
residual oil-fired power station 
for 15 years with both partners 
having equal control. 

The plant will then be trans- 
ferred to Dongguan. which has 
guaranteed to buy the power, 
paying in US dollars. 

The project will be financed 
by a consortium of banks led 
by CCIC Finance, a merchant 


hanking arm of the Bank of 
C hina Group, and the Hong 
Kong branch of Algemene 
Rank Nederland NV. Financing 
for the plant Is expected to be 
arranged by the second quarter 
of next year. 

The agreement is further evi- 
dence that banks are starting 
to reassess projects in China, 
many of which were put on 
hold in the wake of last year's 
crackdown in Peking. 

Japanese and Hong Kong 
banks recently committed 
themselves to a big road devel- 
opment In southern China for 
a Hong Kong company. Last 
week an Italian bank. Credit 
Italiano, signed the first export 
credit facility with China since 
the EC removed sanctions 
imposed last year. 


Boeing to 
update RAF 
helicopters 

BOEING of the DS has been 
awarded a contract worth 
about $250m (£130m) to update 
the RAP’s fleet of 83 Chinook 
heavy-lift helicopters, writes 
David White. 

The deal, signed after a 
year’s negotiation, pledges 
Boeing to a further pro- 
gramme of com ppnftgfawT con- 
tracts in the UK, in addition to 
the $1.5bn it is due to spend 
with British companies to off- 
set the purchase of A woes air- 
craft. The update work, includ- 
ing new hydraulics and 
avionics, will be carried out 
between 1991 and 1994. 

Boeing said it had agreed to 
provide offset contracts worth 
about 4100m for British com- 
panies, including Lucas Aero- 
space and Westland, as part of 
the Chinook deaL 


Satellite groups’ merger clouds HDTV picture 


S ONY of Japan wSl begin 
selling this month the 
first hi gfr - dgfrmtiiin televi- 
sion (HDTV) sets to be made 
available to consumers. 

As the set is priced at a stag- 
gering Y2.3m (£9,100) and 
weighs a hefty 130kg, Sony does 
not expect many consumers to 
buy it, particularly as they will 
have to pay a further YLSm for 
a decoder capable of receiving 
high-definition broadcasts. 

The sooner Japanese elec- 
tronics companies get HDTV 
sets into the shops, however, 
the sooner they can begin 
boosting output, driving down 

the price ami larmrtiTnp their 
famniflr assa ult on the Euro- 
pean US markets . Sony's 
sets will be joined in Japanese 
display windows by those of 
Matsushita. 

In contrast, Europe's con- 
sumer electronics companies 
are still absorbing the shock of 
British Satellite Broadcasting’s 

arm n iinffpmpn t last mont h that 
it was merging with Mr Rupert 
Murdoch's Sky Television. The 
merged organisation will broad- 
cast In Pal. the UK’s 
broadcasting system, rather 
than D-Mac, which provides 
clearer pictures. 

D-Mac was seen as a half-way 
house to HD-Mac, Europe’s 
home-grown high-definition 
standard which was i^tahikhwi 
in the late 1980s to head off 
Muse, the Japanese system. 

For European electronics 
companies like Philips of the 
Netherlands and Thomson of 
France, high-definition televi- 
sion sets are not just consumer 
accessories of the future. They 
are the key to the survival 
of European m n anTm - electron- 
ics and a host of related indus- 
tries. 

High-definition technology 
will, they believe, find its way 
intn computer, medical, Huforv-o 
and manufacturing systems 
which will also consume large 
quantities of compu t er phipa 
“This Is why the Japanese 
have targeted HDTV as a key 
strategic technology. They wish 
to dominate tomorrow’s eco- 
nomic world," Mr Peter Gro- 
enenboom, head of Philips's 
international consumer elec- 
tronics division, said earlier 
tMa year. 

PMlipe, Europe’s largest elec- 
tronics company, has refosed to 
iwnmwit on BSB’s merger with 
Sky and the abandonment of 
D-Mac. 

The Dutch group, uncommu- 
nicative at the best of timpg, 
has become more reserved 
since Mr Jan Thnmer, its new 
president, revealed it would 


make huge losses this year. 
However, Philips did surface 
last week to announce it was 
s uing BS B and Sky fo r losses it 
incurred as a manufacturer of 
D-Mac equipment. 

The group said it had lost at 
least £5Qm. 

Mr Jean Caillot, senior 
vice-president erf Thomson Con- 
sumer Electronics, reacted to 
D-Mac's demise in. characteristi- 
cally combative fashion. Mr 
Caillot, who earner thw year 
accu sed the J apanes e of im^ ng 
a “strategy at absolute world 
domination”, said Thomson 
would bring out its own' wide- 
screen set early next year. The 
set win be able to receive 02- 
Mac b road ca s ts, tf»» rpntirtpwfni 
European version of BSB’s 
ill-fated system. 

When fully-fledged HDTV 
broadcasts begin in Europe, 
owners of the sets will be aide 
to receive them by adding a 
decoder. 

As to what programmes the 
sets will be able to receive. 
Thomson says Antgme-2. one 
of France’s public channels, 
win begin broadcasting in 112- 
Mac early next year. Canal 
Plus, an Independent broad- 
caster, already provides sub- 



THE EUROPEAN 
MARKET 


Speed with which the Europe- 
ans have developed their high, 
definition system. , 

The Europeans only began 
working on HD-Mac in 1988; the 
Japanese have been developing 
hlghArfjnjtmn television for 20 
years. 

This huge start is only one of . 
the advantages the Japanese „ 
have over the . Europeans. The. 
other is that the Jfli w mn sn gov-* 
eminent, broadcasters antT 
manufacturers are aH pulling in. 
tir e sam e direction. T 

NHK, the Japanese broad- . 


sys tems will increasingly be 
used in the industrial andmed*- 
Cal fields. 

Toppan Printing of Japan has 
developed a system to print pic- 
tures recorded by high-dp.fi ni- 
tkm rerawaa At Shinshu Uni- 
versity h ffiwWfinrtirm cameras 
have been used to film brain 
surgery - the resulting linages 
can be used for medical educa- 
tion. ' 

Mr Takashl Fujio, director of 
Matsushita’s HDTV develop- 
ment centre, says these pic- 
tures -.could also be used to 
allow doctors. in one part of the 
.world to diagnose patients in 
smother. 

As excitin g as these develop 
'.meats might be, Mr Hiroyuki 
JGzuno, Matsushita's 
/ viceprasident, believes it is in 
the consumer market that elec- 
tronics will reap the 

financial reward of their HDTV 
investment “B is the consumer 
market which creates the big 
bang for new technologies," he 


fan can look at the example 
of video cassette recorders. 
They were used in broadcasting 
companies, where they were 
operated by sophisticated engi- 
neers. But it was only when 


BSB’s link with Sky Television has slowed Europe’s 

race for high-definition TV, writes Michael Skapinker not nood 


to penetrate. Most Japanese 
manufacturers seem content for 
now to spend their time perfect- 
ing their product in toe Japa- 
nese market . 

Ibere are still technical prob- 
lems to overcome, such as 
developing flatter screens. 
Bulky sets axe unsuitable for 
small Japanese homes, Mr 
Hasinmoto of Mitl says. 

The Japanese are also ready 
to wait for Europeans to re sahre 
th»ir problems over what stan- 
dard to use. Mr Fujio of Mat- 
sushita describes the fafinre to 
agree on a international 

standard as "a big loss for 
humanity". 

Separate systems around the 
world will make it more diffi- 
cult to exchange scientific and 
rrmHirai images and informa- 
tion. he says. 

But he, hke other Ja panese 
managers, accepts that Europe 
and japan will have different 
HDTV systems. Japanese com- 
panies concede that if HD-Mac 
takes off in Europe, Philips and 
Thomson try to keep the 
technology to themselves. 

The Japanese do not appear, 
however, to regard this as an 
Insuperable problem, “ff Europe 
Hag its own standard, we will 
manufacture to that standard," 
Mr Fujio says. 

European, companies saw HD- 
Mac as a way of ensuring the 


scription programmes in D2- 
Mac. 

The French government has 
put pressure on German 
authorities to ensure they, too, 
provide D2-Mac broadcasts. 

Mr Caillot accepts that if the 
i r rt w i n flHiatp D-Mac and DZMiac 
systems are abandoned, 
Europe’s propos e d high-defini- 
tion standard is unlikely to 
reach the faiteiwtA ianiv»h pad. 

The failure of European 
HDTV would not just be a set- 
back for Thomson, Philips and 
Other European m a t m ft m t imCT g - 
It would also be a blow for the 
French and Dutch govern- 
ments. 

The Dutch government 
last month it was already pro- 
viding FI 15m to FI 20m (£A5m 
to £6.1m) a year for HDTV 
research development and 
was talking to Philips about 
whether it should give more. 

The French government,, 
which has also invested heavily 
in HDTV, announced last week 
it was investigating the possi- 
bility of broadcasting in D-Mac 
from earth-based transmitters. 

Japanese government offi- 
cials are impressed by the 


casting corporation, has begn 
transmitting high-definition 
broadcasts for an hour every 
day atoce June last year. The 
broadcasts - which have 
included opera, sport, travel 
and fashion - are picked up by 
sets in public places and depart- 
ment stores around Japan. 
Apart from the one-hour pro- 
gramme every afternoon, NHK 
provides Higiwteffnitin n cover- 
age cf popular events wipe mmn 
wrestling. 

At the end of next year or the 
Ho g-inning of 1992, NHK Hnpuo 
to launch a high-definition 
rhawnni which will be on air 
daily for eight to 10 hours. 

NHK accepts few oousuuiHrs 
will buy hlgbdefinition receiv- 
ers imffl price Hlh Mr -J irrffl 
Maba ratio, of NEK’S highdefl- 
nWnn q porfoi projects division, 
says that, five years from 
now, HDTV receivers should 
cost only two or three 
thnos as Tnnoh 35 conventional 


they came hi to the Honda of 
consumers that they created a 
huge market. 

"When the price of the set 
goes down to Ylm, maybe 8 per 
cent of people will be interested 
in buying it,” he says. As the 
price ftitfa farther. Japan's cash- 
rich young couples will begin 
buying high-definition receivers 
in the same way as they now 
buy BMWs, Mercedes and Per- 
sian carpets, he believes. 

He concedes the European 
market w d gHt be more difficult 


the sets they 
dev eloped at home. 

But Mr Jonathan Drazin of 
Dataquest, a high-technology 
consultancy, points out that 
many of the components used 
in Japan could be used for HD- 
Mac too. 

White Europe frets about the 
future of its intermediate tech- 
nology, the Japanese are well 
on the way to developing fully- 
fledged HDTV. 

ft was never going to be easy 
for Europe to catch up. BSB's 

d glkilin n makwa ft *Hat mnnh 

harder. 


In the meantime, says Mr 
Hm uWw i Hashimoto, an HDTV 
specialist at Japan's Ministry of 
International Trade «"d Indus- 
try (Miti), high-definition 


WORLD ECONOMIC INDICATORS 

. INDUSTRIAL PRODUCTION (1985 - 100) 



Oct *00 

Sep ’90 

Aug ■*) 

Oct ‘89 

% change 
over 
previous 
year 

US 

Japan 


116.1 

12&3 

1TM 

126.1 

116.9 
127.4 ’ 

114.1 

1202 

+ 1.7% 
+7.6% 



Sep *90 

Aug ‘90 

Jul '90 

Sep '89 


W Germany 
Franca 

Raiy 

UK 

11 94 
• 11 2J5 
119.5 
10B.4 

118*. 

nas 

120.3 ■ 
iobjB 

118.1 

113L8 

117.8 

109.5 

112.6 

109J 

1202 

1104 

+ 8.0% 
+2J% 
-0.6% 
-2^% 
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Calling Tokyo? 

Do remember 


At 5:00 P.M. (GMT) 
on December 31, 1990, 
seven-digit Ibkyo numbers add 3 
and change to eight-digit numbers. 


International 
Call Code 

Please check the numbers stored in your 

Phone ( )- Fax( ) Computer ( ) PBX( ) 

Whether you call for business or personal reasons, if you call Tokyo 
don’t forget. Tokyo telephone numbers with seven digits will soon 
add a “3" and become 8-digit numbers. The change takes place 
at 5:00 p.m. Greenwich Mean Time on December 31, 1990 (2:00 a.m. 
Japan Standard Time, January 1, 1991). 

Please remember to change the Tokyo numbers you may have 
stored in your phone, fax, computer or PBX. And don’t neglect the 
ones that may be printed on name cards or stationery, or jotted down 
in your organizer. To keep your 
calls connecting smoothly, just add 
‘‘3.” We do regret the inconven- 








ience. We hope you understand. 


The following numbers will not change. 
•Existing 8-digit numbers: 5XXX-XXXX 
• Mobile telephone numbers: 30-XXXXXXX 
“TELEX numbers 
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Labour will spell 
out policies to 






By Philip Stephens, Political Editor 
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THE LABOUR party win today 
signal the start of a campaign 
to regain the political initiative 
in the wake of the reversal of 
its lead in the opinion polls 
after Mr John Major’s move 
into Downing Street. 

■ The party is preparing to pot 
mack greater em phacte on its 
own programme for govern- 
ment in the wake of Mrs 
Thatcher’s replacement as 
prime minister, which it 
acknowledges has necessitated 
a chan ge In strategy. 

Ur Major, encouraged by 
opinion polls that show him to 
be enjoying a * honeymoon” 
period of popularity among 
voters, is expected to use a 
speech to party activists tomor- 
row to nri darting Mb determi- 
nation to rebuild the govern- 
ment’s support among 
working-class voters. 

That change of tack - 
towards what in Westminster 
jargon Is known- as "caring 
Conservatism” - has alarmed 
Labour MPa, while Mrs 
Thatcher’s departure has led to 
speculation about Mr Neil Kin- 
nock’s leadership of the Labour 
Party. 

Yesterday his frontbench 
spokesmen dismissed sugges- 
tions that Mr Kixmock’s grip 
on the party leadership had 
weakened as "media hype”. 
Opinion polls indicate that 
Labour's popularity would rise 
substantially if he were 
replaced by Mr John Smith, 
the shadow chancellor, but Mr 
Kinnock's colleagues insisted 
that he would lead the party 
into the general election. 

Predicting a rebound in 
labour's popularity, they said 
the party would move cm to the 
political offensive by combin- 


ing attacks on Mr Major’s 
“Thatcherite" policies with 
de tail e d. expositions of its alter- 
native policies. 

Mr Roy Hattersley, the dep- 
uty leader, will roderfftie the 
transformation in -Labour’s 
approach to European integra- 
tion in a speech today arguing 
that it would be “madness” for 
Britain to stand apart from 
moves towards a single cur- 
rency. 

His speech follows the publi- 
cation of a policy document 
last week indicating that 
Labour would now be prepared 
to accept a single currency if it 
were accompanied by signifi- 
cant measures to promote eco- 
nomic convergence between 
richer and poorer regions in 
the Community. 

Labour also plans to launch 
a national campaign 
to underline its commitment to 
improving the standard of edu- 
cation In the nation’s schools. 
The campaign, which empha- 
sises the need for strict moni- 
toring of standards - will be 
followed on Thursday by a 
detailed blueprint for the 
National Health Service. 

The NHS document win 
iinrterKru* Hib present “under- 
fundnag” of the health service, 
but will also argue for a shift 
in available resources towards 
p re v entative care. 

Mr Major is expected to 
spend much of this week 
reshaping his Downing Street 
policy unit to prepare far the 
drafting of a manifesto based 
cm Ms platform of a "classless” 
Britain. Mr Rrfan Rrifnthii^ the 
present head of the unit, is 
expected to be among a num- 
ber of officials who will leave 
Downing Street 


Police performance 
reviews criticised 

By Alan Pika, Social Affairs Correspondent 


STRENGTHENED performance 
reviews are the key to more 
effective policing, the Audit 
Commission says today. 

Unlike industry, it says, the 
police service does not start 
with clear criteria for measur- 
ing output. Police forces collect 
a "wealth of data” but it is still 
not common enough fix* them 
to measure the success in 
quantitative terms. 

The commission, the local 
government watchdog, says 
the dear-up rate for recorded 
crime has "limited use” -as a 
performance indicator, with 
statistics open to manipu l ati on 
to produce “merely cosmetic 
results”. 

The commission recom- 
mends a new measurement of 
nrimarv clear-uns per officer — 
counted at the time a suspect 
is charged, summoned or cau- 
tioned - rather than calculat- 
ing dear-ops as a percentage of 


all recorded crime. It warns, 
however, that no single mea- 
sure of performance on crime 
will prove sufficient. 

The co mmission says man- 
agement style in the police 
should be governed by the fact 
that its officers are profession- 
als with delegated responsibil- 
ity for taking decisions and 
using- initiative. Hie counter- 
balance to that, however, is 
that officers should be “held 
accountable for their actions 
through a performance-review 
mechanism”. - - 

The commission says many 
building blocks for reviews are 
in place. But much remains to 
be done and an overall frame- 
work is lacking. 

Only about 25 per cent of 
overall police a ctivi ty was cur- 
rently covered by performance 
measurement 

Performance Review in Police 
Fanes. SO. £5. • 
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Anti-war 
protesters 
arrested 
at MoD 

By Lynton McLain 

THIRTEEN anti-war demon- 
strators were arrested for 
obstruction outside the Minis- 
try of Defence yesterday. 

Police said that after a peace 
ceremony at the Cenotaph, 
they moved in to disperse 40 
protesters who had blocked 
access to the Richmond Ter- 
race wiitaiii* to the Ministry 
of Defence. 

Earlier an estimated 5,000 
people, including Kuwaiti 
expatriates -and demonstra- 
tors from Br ita i n , other Euro- 
pean countries and the DS, 
™«rrhi«i to Trafalgar Square 
to protest against Iraqi atroci- 
ties since the invasion of 
Kuwait exactly four months 
ago. 

In a separate ceremony, Mrs 
Glenys gtnnock, wife of the 
leader of the opposition, 
released 1,400 yellow balloons 
to highlight the plight of Brit- 
ish hostages in Kuwait and 
Iraq. She appealed to Presi- 
dent - Saddam Hussein to let 
the hostages go home in time 
for Christmas. 

"The pressure needs to be 
kept on because there Is a dan- 
ger that people will forget the 
hostages,” Mrs Khwock said. 
“I thyifc pan pi e don’t realise 
how many there are.” 


Wind of recession blows chilly backstage 

David Churchill finds little Christmas cheer for theatres and other leisure sectors 


W HEN Joan Collins, 
the former Dynasty 
star, agreed to play 
Amanda Prynne in Noel Cow- 
ard’s Private Lives at London’s 
Aldwych Theatre, the play 
seemed set for a seU-ont nm. 

However, tickets are surpris- 
ingly still available, at up to 
£2&50 a seat, because even the 
glamour of Ms Collins can no 
longer automatically guarantee 
a sell-ont every night in the 
present economic climate. 

West End theatres are 
among those feeling the chill of 
the recession. Only 28 will be 
open this Christinas, compared 
with 44 a year ago. 

The nm-up to Christmas is a 
crucial time for the leisure 
industries but this year the 
recession and the threat of war 
in the Gulf is likely to wmIta it 
a season of little cheer for 
many. 

Mr Kieron Culligan, a leisure 
analyst with the Henley Centre 
for Forecasting, says: “It is 
unlikely to be a bumper year 
for the leisure industry.” 

The Madame Tussauds and 
Rock Circus exhibitions, two of 
London’s top attractions, are 
also finding the recession 
be ginning to bite in recent 
weeks. Mr Michael Herbert, 
chief executive of the Tussauds 
Group, which is owned by 
Pearson, publisher of the 
Financial Times, says: "We are 
not doing as well as last year 
in London." 



No guarantee of a sell-out: 

He says: "It is really all 
down to the state of the econ- 
omy, with fewer British people 
coming to London. Fortu- 
nately, we are still seeing an 
increase in visitors from over- 
seas, so the downturn is not as 
bad as it could be.” 

Yet leisure analysts believe 
the impact of recession might 


Joan Collins In Private Lives 

be much worse. Mr Paul Slat- 
tery, a leisure analyst with 
stockbrokers Klelnwort Ben- 
son, says: "What we are seeing 
is a reduction in growth rates 
rather than the market falling 
apart.” 

Much of the gloom surround- 
ing leisure has had a lot to do 
with the severe financial diffi- 


culties surrounding several lei- 
sure operators. 

Mecca Leisure and Brent 
Walker, two of the leading 
leisure companies at the start 
of 1990, ran into difficulties 
this year not through slow 
trading but as a result 
of high borrowings that 
were taken on when interest 
rates were low to finance 
acquisitions. 

Mr Culligan says: “Corporate 
problems in the leisure sector 
have been partly self-induced 
through the accumulation of 
gearing levels which could 
only ever have been sustained 
in a never-never world of non- 
stop rapid growth.” 

The effects of the recession 
on the restructuring of leisure 
companies was shown last 
week when Whitbread bought 
the Berni brand name and 
most of the restaurants from 
Grand Metropolitan in a deal 
worth £115m. 

Eating out is the largest of 
all leisure markets, with an 
estimated £12.5 bn spent last 
year on all forms of meals out- 
side the home. However, there 
is little doubt that this is one 
of the most vulnerable sectors 
to a consumer recession, with 
mid-price family restaurants 
such as Berni among the most 
affected 

The effect of the recession in 
other leisure markets is simi- 
lar. Spending on bingo is down 
but not disastrously, according 


to operators such as Bank. 
Bingo traditionally does well 
compared with other sectors in 
a recession because it is a 
small-cost leisure spend which 
is part of the social structure 
for many players. 

Like bingo, off-track betting 
is a small-ticket item that is a 
steady but unspectacular cash- 
flow generator for leisure com- 
panies. Turnover this year is 
expected to be up on last year 
but below the rate of inflation, 
indicating a slowdown in real 
terms. 

The main effect of the reces- 
sion on leisure spending, how- 
ever, has been among high- 
priced activities such as 
holidays. 

Safes of package holidays for 
this summer were down by 
about 20 per cent over 1989. 
Bookings for next summer, 
described as "dismal” by one 
travel agency chain, arc 
reported to be down by a simi- 
lar proportion. 

However, optimism still 
exists in abundance among lei- 
sure operators. 

Mr Michael Guthrie, who 
was Mecca's chairman until 
last summer, has recently 
formed a now company, called 
Bright Reasons, with three 
other ex-Mecca directors, to 
search for acquisitions in the 
leisure sector. “There can be 
no doubt that leisure in the 
long term will be the growth 
business of the 1990s,” he says. 
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A brief case in favour of the new COMPAQ LTE 386s/20 


If you need the power and performance 
of a 386-based PC wherever you go, the good 
news is that now you can have it. 

Compaq, a world leader in laptop 
computing proudly presents you with the 
COMPAQ LTE 386s/20. 

Weighing a mere 71bs and measuring just 
8x11 Inches, the new COMPAQ LTE 386s/20 
is the ideal travel companion. Its battery life 
of over 3 hours, allows you to work non-stop 
from Heathrow to Moscow. 

What’s more the COMPAQ LTE 386s/20 
machine is a full function, high performance 


20MHz 386SX notebook PC with up to 50% 
performance improvement over 16MHz non- 
cache PCs and 2MB of memory supplied as 
standard. 

With a VGA edgelit LCD screen the 
COMPAQ LTE 386s/20 gives excellent resolu- 
tion in 16 shades of grey, making it easy to 
work with in any lighting conditions. 

All of this, believe it or not, in a PC 
that’s half the size of the average briefcase. 

Authorised Compaq Dealers can tell 
you much more. For more information call us 
free on 0800 444 123 or send us the coupon. 


I 1 

1 lo: Marketing Department, Compaq Computer Lid.. 1 
FREEPOST, Richmond, Surrey TW9 IBR. 

Please send me an information pack on the new 
COMPAQ LTE 38&S/2Q. 


Name. 


Position. 


Company . 
Address _ 


Telephone . 
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HIGH INTEREST CHEQUE ACCOUNT 

13 . 0 “ 

GROSS IN TEREST PAII! O PARTE REV 


. . .yorCU want a convenient 
new way to spend it. 


Open a TSB Otfehon: Premium iUixiunl w cam 
high rate of interest paid jurats quarterly - with 
instant access to ynur money - and have the 
additional convenience ofTSB's nciv Bankcard. 

TSB Bankcard can be used worldwide at 
any l«a.nk or simp displaying the VISA sU^n. 

The money you withdraw or the purchase* 
you make are debited directly from your TSB 
Otlshore Premium .Account. Each transaction 
is itemised in fltii on your free quarterly 
tank statement. Your only limit is your 
account balance. 


b\\ iKr r in 


£75,000+ 


£ 20 , 000 + 


£ 2 , 000 + 


GROSS '»■* 


13LOO 


12.00 


GROSS* CAR.**. 


13£5 


13.10 


1&5S 




You need just £24J00 to enjoy afl these 
benefits plus a cheque book and overdraft 
facilities which can be urranged. 

For further information about opening a TSB 
Offshore Premium Account simply fill in the 
coupon and post it to John Hutchins at TSB 
in Jersey. 


i jjjucx ttf the »nnl 
nrr’H .ituhlnl iktuuhIs 

m t»tfrr*t nitrrnrrni >il limr of.ijai*; lwfj.no 
IIA.K. tCsMiifouihlftl Ainiiitit Ktllfl 

^Tre Jolrn Hutdiins 
t TSB Bank tti.-irtnrt IrJnrtrib Limited. . 
| Overseas Brandi. CO Box SB7. ! 
i » ttavid PLicv. S» Ilriier.Jeixy. 

! ttuumrf Island*. 


TSB 


TSB BANK CHANNEL ISLANDS LIMITED 

TSB Rank CU-uinrJ Ltlmd* Limited. TO Box SU7. fl Ujvtd Ptocr, 
Si Ilrlier. Jenev, Ounoet Wand.'. 


Read Tokyo Business Today 

Japan's mast-respected English-language 
business monthly. Since 1934— inside news of 
Japan's business and the people behind the 
moves. New available internationally. 

Act now for a free issue FAX your name 
and address to 81-3-244-5543 


TO ADVERTISE 
IN THE 

HOLIDAYS AND 
TRAVEL SECTION 

PLEASE CALL 

Hcfca 0*j <m-AB7573l 

SnCdiDijnsm 


CHANNEL ISLANDS 


The FT proposes to pub- 
lish this surety on 
December 19 (990. 

It will be of particular 
interest to the 83.4% of the 
professional investment 
community in the financial 
Institutions thoughont 
Europe who are regular 
FT readers. If you want to 
reach »hi« important audi- 
ence. call Brian Heron on 
061 834 9381 or fax 061 
832 9248. 


FT SURVEYS 


_ J* 

Regus 

TonrdEnin 

PADS LONDON 

BHDB0KLS MADRID 

B PDAJP Bgr WARSAW 

COPENHAGEN NSW YORK 

WASHINGTON' DO. LOBANGKL8I 
SANPXANC1800 

Immstii My xvtikUc. Fully 
fhrniabed and e qu ippe d offices. 

Secretarial sapper! service* 
Conference St Meeting Fadlidea. 
Ptntigiaiv Locations. 
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DONG AH CONSTRUCTION INDUSTRIAL CO., LTD 
USS 50,000,000 1 % PER CENT 
CONVERTIBLE BONDS DUE 2004 
(die “Bonds") 

with conversion rights into folly paid and 
no n as sessable Shares of 

DONG AH CONSTRUCTION INDUSTRIAL CO, LTD 

ADJUSTMENT OF THE CONVERSION PRICE 

NOTICE is hereby given that following a rights issue of Shares 
made by DONG AH CONSTRUCTION INDUSTRIAL CO., 
LTD the Conversion Price of the Bonds has, in accordance with 
the Trust Deed dated 1 4th February, 1990, been adjusted from 
Won 54,322 to Won SI.050 with effect from 1 1th August, 1990. 


from 1 1th August, 1990. 


Holders of the Bonds are reminded that the Conversion Rights 
attachable to the Bonds are not presently exercisable, but are 
exercisable on and after 1 4th August. 1991. 

November 30. 1990 


All of these securities having been sold, this announcement appears as a matter of record only 
NEW ISSUE MAY 1990 


AG PETZETAKBSAHEULBIC PLASTICS AND RUBER MOUSTRY 

Issue of convertible bonds 
tradable in the Athens Stock Exchange 

Dr. 1,200,000,000 

Issue and allocation by public placement 
of 48,000 non-registered bonds with nominal 
value and issue price Dr. 25,000 each, 
convertible after two years from the issue date 
in 11 preferred stock shares. 


Investment consultant and Underwriter 

ETBA 

HELLENIC INDUSTRIAL DEVELOPMENT BANK 

The following have participated in the underwriting of the issue 

MIDLAND BANS - BANQUE NATIONALS DE PARIS - 
HELLENIC COMPANY O F INVE STMENT - 
INTERTRUST - DIETHNIKI 


Broker places £8m construction risk 


By Richard Lapper 

A LONDON insurance broker 
says it has secured agreement 
to place one of the biggest tJK 
non-marine Insurance risks 
ever placed in the London mar- 
ket. Hie deal is worth £8m to 
London market insures. 

Fenchurch, an independent 
UK-based broker, placed a com- 
plex policy with insurers at the 
Lloyd's and UK company mar- 
kets to insure the construction 
and operation of a 1.725MW 
combined heat and power gas- 
fired power station being built 
by Enron Power Construction 
at Wilton, near Teesside. 

The £750m project will be the 
largest CHP plant in the world 
Fenchurch ffafy ng that jt Is the 
biggest construction project 


placed In London other than 
the Channel tunnel. Total 
insurance premiums paid by 
Enron amount to fan. 

Enron's parent company. 
Houston-based Enron Corp, 
owns the US's largest natural- 
gas pipeline system. A group 
led by Amoco and including 
British Gas and Amerada Bess 
will provide gas to the station, 
which besides contributing 
electricity to the national grid 
will also supply electricity and 
steam to ICI Chemicals plants 
at WQton. 

Fenchurch describes 'the 
insurance package as highly 
innovative. It provides very 
broad and flexible cover for the 
construction company. The 


deal indades coverage Ear stan- 
dard contract works risks 
(such as damage, to equipment 
occurring during construction) 
up to a limit of £615m and pub- 
lic liability up to a limit of 
£l50m. 

In addition it provides broad 
cover fin two other classes of 
risk that are s n vn rt i m ps harder 
to place in the insurance mar- 
ket- 

Enron can claim for any 
riamag p to plant or equipment 
that occurs in transit (op to a 
limit of £150m) and tor finan- 
cial losses Incurred through 
any delay in start-up, up to a 
limit of £600m. Those could 
indude extra debt service pay- 
ments on loans contracted to 


fina Ting the project that may be 
incurred as a result of any 
delay in the planned April 1993 
completion. 

Up to 150 underwriters at 
Lloyd’s of London are involved 
in the placement. 

At Lloyd's, non-marine syn- 
dicate 396 led the insurance of 
.ah initial layer of cover up to 
£L25ra for contract works and 
liability risks. - 

Marine syndicates 724 and 
682 led a second layer of cover- 
age up to £26m for a much 
broader range of risks. Royal 
Insura nce. Commercial Union 
and palatine Insurance as well 
as Lloyd's syndicates are 
involved in the insurance of 

higher layers of coverage. 


Invisibles 
join appeal 
for tax law 

clarification 


Money pours into futures market 

Peter Marsh investigates speculation that interest rates will be cut 

A BOUT £30bn in specula- 
tive investment has 
poured into London's 


A BOUT £30bn in specula- 
tive investment has 
poured into London's 
ft nan rial futures market in 
recent weeks, supporting the 
view that the government will 
reduce interest rates soon. 

Such large-scale gambling 
reflects speculation that Mr 
Norman Lamont, the new 
chancellor of the exchequer, 
will deride quickly to reduce 
the 14 per cent base rate to 
restore growth in Britain’s 
economy. 

Many analysts believe a base 
rate cut of at least half a per- 
centage point wQl take place 
this week or next 
The futures activities have 
also innin»nf»>d strategy at the 
Bank of England. In a series of 
moves last month ft promoted 
its own cautious view that -the 
time is not right to inject 
cheaper money into the econ- 
omy. 

However, the relative lack of 
success of the Bank’s measures 
— mainly tending to the bank- 
ing system at high, penal rates 
- is thought to have led to 
frustration at the Bank about 
its failure to Influence the 
futures market more directly. 

The main, vehicle for the 
recent activity in the futures 
market is the December short- 
sterling contract on Lillie, the 
London International Financial 
Futures RrrJuiTigP 
The contract will expire on 
December 19. Investors from 
banks and securities houses 
buy contracts with values 
linked to short-term interest 
rates. 

On Friday night, the short- 
sterling contract was quoted at 



r . 
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Norman Lamont: speculators bet on him cutting rates 



8990. a discount from a par 
value of 100, indicating the 
view that by December 19 
three-month interest would be 
just over 13 per cent Banks’ 
base rates are directly linked 
to short-term money market 
interest rates. 

Futures contracts are highly 
leveraged, meaning that inves- 
tors have to commit only a 
small fraction, of as little as 0.1 
per cent, of the total value of 
g»rh contract, which is based 
on a nominal deposit of 
£500,000. However, such has 
been speculation, in the Decem- 
ber contract that about £30bn 
has been invested. 

The money being bet on this 
contract has had a big effect on 
the view about interest rates in 
the money m ar kets, in which 


banks lend money to each 
other at interest rates depend- 
ing on the period of the loan. 

In recent weeks, reflecting 
speculation in the futures mar- 
ket, the three-month interbank 
rate has persistently hovered 
around 13J5 per cent, below the 
14 per cent base rate. 

That has caused concern at 
the Bank, which sees itself as 
the guardian of tight UK mone- 
tary policy, even though It has 
a strictly advisory role in that 
area to the Treasury. 

To damp speculation about 
interest-rate cuts, the Bank in 
its money market operations 
has consistently lent to the 
hanking system at high rates. 
Even so, the speculation has 
continued. 

Mr Alan Davies, bead of eco- 


nomics at Barclays Bank, said: 
“The Ttenk of England has 
been screaming and st a mp in g 
its feet in an effort to stop the 
speculation. But people have 
not been taking any no- 
tice." _ 

The Bank is not the only 
institution to have shown frus- 
tration about tiie difficulties in 
getting its message across. Tbe 
discount houses, the nine spe- 
cialist companies that act as 
the intermediaries between the 
Rank and the rest of the bank- 
ing system,, have borne the 
brunt of the high lending, 
which has reduced their profit 
margins. . ■ 

Some of those groups have, 
become concerned that the 
Bank has targeted the discount 
houses, rather than the main 
participants in the futures 
market, for the penal charges. 

Mr Nick Parsons, group 
economist at Union Discount, 
said: "Because of the way the 
futures market influences 
today's cash market, you have 
a case of the tafi wagging the 
dog- The Bank ought to find a 
way of influencing futures 
more directly." 

An obvious way out would 
be tor the Bank to intervene 
openly in the futures market 
By trading shorbsterling con- 
tracts, the Bank would make 
its own views about tbe future 
dear for all to see. 

However, the Bank is 
thought highly unlikely to take 
that step because such an 
unequivocal expression of a 
central bank’s intentions 
would destroy the essential 
uncertainty that is a key part 
of all futures-market activities. 


By Barty Riley 

A TAX PLEA by international 
investment managers to Lon- 
don is being backed strongy 
by British Invisibles, the 
newly renamed British Invisi- 
ble Exports CoundL 

Theftmd managers say that 
a controversial tax danse dat- 
ing from 1970 continues to 

keep potential business away 

from London, although the 
legislation was amended in 
1985, end although the Inland 
Revenue has recently circu- 
lated a confidential statement 
of practice called The Treat- 
ment of Investment Managers 
a nH fl irir Overseas Clients. 

In a letter to the chancellor 
of tiie exchequer, Lord Umer- 
irir, chairman of BL says his 
organisation “shares the pre- 
vailing view that legislation is 
needed to core certain of the 
important difficulties”. 

BI urges that appropriate 
provisions should be included 
in the 1991 Finance Bill. 

The difficulties arise out of 
the so-called “section 78" dis- 
tinction drawn between invest- 
ment qtul trading by UK tax 
law. Foreigners are not liable 
to income tax on investment 
income nor capital gains tax 
on n reynai investment gains , 
hot where trading activities 
are carried out, they are liable 
to tax on the income. 

Overseas clients placing 
their tends for management 
with UK investment advisers 
therefore wish to be sure that 
in no circ ums tances, even in 
the case of rapid turnover of 
their portfolios, could they be 
deemed to be -trading 1 ". 

At present, lawyers are 
muH» to irive a clear pnp mph 
view to satisfy overseas clients 
who will not accept opinions 
pach as "the risk is remote”. 

Instead, foreign clients place 
their funds in more legally 
hospitable jurisdictions such 
as Luxembourg, or alterna- 
tively UK fund TTinwng arc are 
forced to incur ex tra costs by 
operating through tax havens. 

BTs objective Is to broaden 
the scope of exemptions 
already Included in the 1985 
Finance Act. It wants the 
exemptions to be applied to 
offshore funds, and to subsid- 
iaries or associates of multina- 
tional companies. 

It also wishes to see an 
extended definition of the 
types of futures and options 
contracts that wil] be regarded 
as undeniably of an invest- 
ment nature. 


Asbestosis rating may cut Insurer loss 


By Richard Lapper 

R. H. M. Outhwaite under- 
writing agency, a managing 
agency at the Lloyd’s insur- 
ance market, has won a prelim- 
inary commercial court judg- 
ment that might eventually 
reduce the amount of under- 
writing losses it frees on US 
liability business. 

The judgment may have an 
indirect effect on the litigation 
between Outhwaite and about 
L60Q Lloyd's Names, who free 
losses of about £200m on insur- 
ance policies written by Mr 
Richard Ou thwaite . Names 
back the underwriting activi- 


ties of Lloyd's syndicates. 

The court derision affects a 
preliminary issue of litigation 
between Outhwaite’s syndicate 
661 and two other Lloyd’s syn- 
dicates, Lark syndicates 179 
and 884. 

The Lark syndicates, which 
insured US asbestos producers, 
reinsured with Outhwaite 66L 
Like many other Insurers, Lark 
had to me et a wave of claims 
stemming from court awards 
to victims of asbestosis. 

In order to amplify the pay- 
ment of claims, Lark partici- 
pated in a deal struck in the 


early 1380s between US asbes- 
tos producers and their 
insurers. 

Outhwaite has refused to 
pay reinsurance claims met by 
Lark under the on the 
ground that the payments were 
voluntary. 

Mr Justice Hirst found in the 
preliminary judgment that by , 
signing a printed form of reply ! 
from Mr Lark’s broker to a 
notice of the decision to adopt 
the US deal. Mr Outhwaite had , 
not signed a legally binding 
agreement to vary the reinsur- 
ance contract 


Riding today over Hanson 
dispute with pensioners 

By Eric Short, Pensions Correspondent 


Alt of these securities having been sold, this announcement appears as a matter of record only 
NEW ISSUE SEPTEMBER 1990 




A&PETZO’ANSSAHBXBIC FUSTICS AND RBSERIOUSnnr 

Issue of preferred stock shares 
tradable in the Athens Stock Exchange 

Dr. 2,782,500,000 

Issue and allocation by public placement 
of 1,113,000 preferred stock shares 
with nominal value Dr. 312 
and issue price Dr. 2,500 each 


THIS morning Sir Nicolas 
Browne- Wilkinson, Vice-Chan- 
cellor of the Supreme Court, 
the senior judge of the Chan- 
cery Division, is due to deliver 
his full judgment on the dis- 
pute over proposed changes in 
pension arrangements within 
Imperial Tobacco, now part of 
Hanson. 

His ruling will have impor- 
tant implications for relations 
between the employer, the 
trustees and the beneficiaries 
of an Imperial company pen- 
sion scheme. 

The scheme was closed to 
new members in 1986 and pen- 
sion increases, which previ- 
ously had matched rises in the 
Retail Prices Index on an ex 
gratia basis, were formalised to 
gua r antee RP1 increases up to 
5 per cent. 

fit the summer, the commit- 
tee of management offered pen- 
sioners the choice of switching 
to another fund, the smaller 
Imperial Retirement Benefit 
Scheme, taking a reduced pen- 
sion in certain cases but with 
RPI increases up to IS per cent, 
or staying in the existing 
scheme with its lower limit on 
increases. 

Many pensioners, wary that 
this was a ploy by the com- 
pany to acquire the use off the 
substantial surplus in the 
scheme, rumoured to he as 
much as £230m, formed a pres- 
sure group. Imperial Pension- 
ers Action Call Qmpac) to fight 
the proposal - 

They claimed that the com- 
mittee had. the power wi thin 
the existing scheme to increase 
pensions beyond the guaran- 
teed 5 per cent without the 
company's agreement. 


In October, the dispute went 
to the Court and Sir Nicolas 
ruled that while the manage- 
ment committee could not 
increase pensions without the 
company’s consent, neither 
amid was the company able to 
veto in advance any such 
increases. 

He stated that the company 
must conduct itself in such a 
way as not to destroy the rela- 
tionship of trust and confi- 
dence between employer and 
employee “without reasonable 
and proper cause". 

He was also puzzled why the 
benefits could not be provided 
by the existing scheme. 

Once his frill judgment h«« 
been delivered, the committee 
of management can go ahead 
with formulating new propos- 
als. 

The need for such proposals 
to be issued quickly has 
become paramount The pen- 
sioners receive their pension 
increases on November 1, 
based on the RPI value for the 
previous July. 

But the company would not 
let the committee pay the 9£ 
per cent RPI increase as 
wished. 

Instead, pensioners received 
a 5 per cent increase at the 
b eginn i ng of November, with a 
commitment from the com- 
pany to pay tiie balance once 
the new proposals had been 
presented and accepted. 

Members of Impac are wor- 
ried that the company, having 
foiled to get them into another 
pension scheme, will now try 
to use the surplus for the com- 
pany's benefit by a ttempting to 
bring in other Hanson employ- 
ees to the existing scheme. 


Sun Alliance raises boose 
insurance rates by 10% 


Investment consultant and Underwriter 

ETBA 

HELLENIC INDUSTRIAL DEVELOPMENT BANK 

Financial advisor 

ALPHA FINANCE 


By Richard Lapper 

SUN ALLIANCE, the UK 
insurer, last week became the 
latest company to increase its 
rates for house buildings 
insurance. 

The . company, the biggest 
insurer in the sector, with an 
estimated 17 per cent of the 
market^announced an increase 
of 10 per cent, following the 
examples of Legal & General, 
Royal insurance and others 
earlier last month. 

The increase takes Sun Affi- 
ance's basic rate from £2 to 
E&20 for each £1,000 insured. 


. The increases follow heavy 
losses after the storms laat 
wroter and record eiam^ for 
subsidence. As a result of the 
ator m losses, UK comp anies 
me Caring increases of about 
per cent in the price they 
pay for reinsurance. J 

Sun Alliance, which has 
wraebt Iks reinsurance than 
its competitors in recent years 
fo reported to have been quoted 
flftn compared with £4m last 
year for a reinsurance contract 

a 1 **"®*® 
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The teabag carbcmsted oranae soft <lrink brand in. Canada. 
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They’re no competition for (Shfiwu/ Schwepp es 

They « Cadbury Schweppes. 

^ ^ to c a abnry Schweppes Cadbnry and Schweppes. WeNre built up an enviable portfolio of successful brands, as yon can see from this page. Combined with our experience m 
m mum i inn mi in fl*» ft*** dWnfri r 1mA i ™****™^ ™***^*^ helpedto generate a pre-tax profit of £251 million last year. So while we can say they are no competition, onr competitors certainly cant. 

.. »B»Tmrcr» ^ n»?ta»n»iafsnrrv^eAlgliaY3CgWKPPB8£LtX.HAyBBE8W APraOVgDHT KLgDnWBTBgWSOWUlItTgDlA ME > BSa OP'fH K3 Z C DHnTK8 ASSOClAriQKlFOeTeBt^fSPOSBSOPSKCTtCSi B7 WTHKro<AKClAL8B8VTCTB^CTtt0a ^ 
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oure in our position, 
you have to be a great airline. 
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While necessity may be the mother of invention, 
in the case of Qantas, it was the founder of an airline. 

Being far from the major cities of the world, 
Australia learned to fly long before most countries even 
thought of it. 

So it was, that 70 years ago Qantas first took to 
the wing; quickly discovering that, while technology 
may defeat the tyranny of distance, only service of the 
highest standard can effectively conquer time. As with 


most things, craft is in the detail. More comfortable 
seats in every class, a music channel solely devoted to 
sending you to sleep, even a napkin with a bespoke 
buttonhole; proof of a service that goes a little further. 

So, when next you travel on business, choose the 
airline that’s been flying longer, longer. 

Our flights somehow seem comfortably shorter. 


ka«r 


The Spirit of Australia. 
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One region of the country is home to the top three automakers. The top two retailers. Over 6,000 financial institutions. 
The nation's busiest airport. And IS million voice and data lines. 

One region has more newspapers, more computer sites and more Fortune 500 companies. 

One company moves the information for the most information-intense region of the country. Ameritech. 

A force in communications. A leader in the Midwest And a solid financial performer. 

Since Ameritech stock began trading, it has generated a total return to shareowners that has outperformed the. market 
by two to one- A compound annual growth rate of nearly 28 percent. 

During its First six years, Ameritech led all other regional holding companies m retum-to-equity, 
recording 15.8 X last year. Growth in earnings per share 
and dividends has averaged 6.3% over a six year period. 

1b find out why Ameritech continues its healthy financial performance, 
call Brussels, Belgium (322) 512-0040 for our Annual Report. Or write Director-Investor Relations. 
Ameritech, 30 S. Wicker Dr.. R3500, Chicago, IL 60606, U-iA.. or call USA 312/750-5353. 
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From December 17 di you can waltz over to 
the Austrian capital every weekday morning 
or Sunday afternoon, with Britain's second 
largest international airline. 

aireurope 
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CONTACT YOURTRAYEL AGENT OS CALL US ON QMS *44737. 




CONSTRUCTION CONTRACTS 


Trafalgar House 



Contracts totalling 122.7m have 
been won by the construction 
division of TRAFALGAR 
HOUSE. 

The North-East regional 
office of Willett and Cementa- 
tion Construction has been 
awarded contracts totalling 
£8m. The works are for Press 
Offshore at Walls end where 
large reinforced bases are 
being constructed for North 
Sea ail modules and. two con- 
tracts at Id's works at Bil- 
Ungham. 

In North Shields there Is a 
contract for Cosalt Develop- 
ments involving refurbishment 
and strengthening of the river 
frontage of the rah Quay area 


and also two projects for 
Northumbrian Water, one at & 
sewage storage treatment plant 
at Wltton Gilbert near Durham 
and the other an eitensfon to 
its Broken Scar treatment . 
works at Darlington. 

In Florida, St. Petersburg- 
based Federal Construction 
has won contracts worth 
£?-5m- The largest is for the 
construction of an eight-storey 
outpatient centre at Sarasota 
Memorial Hospital -which will 
take 11 months to complete. 

The other contracts include 
16,000 sq ft of artriMimB and 
renovations at Seven Rivers 
Hospital and two contracts for 
housing projects In Clearwater. 


Tr afalg ar House Construc- 
tion Management has been 
awarded a £&2m contractby 
the C o rpor a tion of London for 
work at 1-5 London Wall 
involving construction of new 
LEB chambers under the pave- 
ment in Finsbury Circus 
together with new electrical 

floor ducts feeding five new ris- 
ers constructed In internal 
UgbtweDs. 

The Ministr y of Defence has 
awarded Cementation Major 
Projects a £2m first phase of a 

two-stage 1 design and construct 
contract for a new mapping 
facility building in west Lon- 
don. Construction Is due to 
start early in 199L 
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Upgrading City of London building 


TROLLOPE & COLLS (CITY), a 
Trafalgar House construction 
company, has been awarded a 
£A5m contract by Marubeni 
Developments Europe for the 
refurbishment of 120 Moorgate 
In the (Sty of London. 

As well as refurbishment, 
tiie work Includes redecoration 
and installation of new 
mechanical and electrical 
systems to the mid-basement 
and five upper floors of the 
building. 


The project Is complicated 
by the occupation of the 
ground, first and third floors 
by wniwLitig tenants and consid- 
erable out of hours work is 
necessary. ' 

A new entrance hall Is being 
constructed using marble and 
granite together with a stain- 
less steel spiral staircase, bal- 
ustrades handrails. 

The wr jd - basemant is being 
converted from conference and 
storage rooms to offices and 


new toilet facilities and the 
other floors will have raised 
floors, suspended ceilings and 
new perimeter decorations. 

Trollope & CoBs (City) has 
already undertaken demolition 
works prior to starting the 
refurbishment and Is also 
cleaning the precast concrete 
mtHrln r of . the building. 

The project is being man- 
aged by Trafalgar House Devel- 
opments and completion is 
scheduled for Christinas 1990. 


Modernising East Croydon Station 



MONK CONSTRUCTION, part of Davy Corporation, has been awarded a £8L9m contract by British 
Radi Network Southeast to rebuild East Croydon Statical after demolition <rf the existing building, 
ori ginally built In 1894. Demolition of the existing bbUding will start early in December with 
completion of the rebuilding due In 61 weeks. $ 
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Access to 

Eagle 

Centre 

A £l-3m paving contract in 
Derby has helped BRIGGS 
AMASCO, the roofing and clad- 
ding contractor, to win a total 
of over £5m of new work in 
recent months. 

The contract, to provide 
9,600 sq metres of mastic 
asphalt waterproofing and pav- 
ing on the elevated service 
roads at Derby's Eagle Centre 
is for CIN Properties, the prop- 
erty arm of the British Coal 
Pension Funds. Briggs 
Amasco's Leeds branch is 
working seven days a week on 
the refurbishment of the shop- 
ping centre with the installa- 
tion of internal gutters under 
expansion joints taking place 
over the weekends. 

. Another, contract, worth 
£800,000, is at Royal Victoria 
Place In Tunbridge Wells. 
Briggs Amasco's Iver- based 
specialist asphalt unit is laying 
10,000 sq metres of roofing and 
the same ammint of car park 
paving. The one-year contract 
Is due to start in mid Novem- 
ber, and Mowlem Manag ement 
is the main contractor on the 
project. 

Elsewhere, the Belfast 
branch has won a £900,000 
refurbishment contract from 
aircraft manufacturers Short 
Mothers. The two-phase con- 
tract involves the stripping of 
am did factory roof and replac- 
ing tt with 23,000 sq metres of 
Watds CR1200 composite panel. 
★ ★ 

Contracts totalling over £10m 
have been won by Mowlem 
Southern Civil Engineering, a 
division of MOWLEM CON- 
STRUCTION. The largest, at 
£2Em, Is for an access road to 
tiie proposed Maidenhead busi- 
ness campus:/ 


APPOINTMENTS 


Chairman of 
James Neill 
Holdings 

■ Mr Alan Fletcher has 
relinquished his post as c hief 
executive of JAMES NEILL 
HOLDINGS and become deputy 
rhah-maw. Mr David Andrew 
Martin will be j oining the 
group as chief executive and 
a director. Mr Martin was 
previously a group director 
and general manager of 
Renold, specialist gear and 
chain group. 

N_M. ROTHSCHILD & SONS, 
and N.M. Rothschild Asset 
Management have appointed 
Mr Anthony Goodfeflow as 
their representative in 
Bermuda from January 1 when 
Sr Edwin Leather retires. Mr 
GoodMLow retired last June 
as general manager of the 
Bermuda Monetary Authority. 

ROVER FINANCE, jointly 
owned by Rover Cars and 
Lombard North Central, has 
appointed Mr Graham 
Woodhouse as executive vice 
chairman. He was director, 
Lombard's northern executive 
office, and succeeds Mr Nick 
Jefferies who moves to a new 
post in Lombard Motor 
finance. 

HAL an International 
services group, has appointed 


Mr Roger Laughton&s the 
chief executive of MAI 
BROADCASTING, which is 
currently preparing a Channel 
3 licence Md. He is director 
. of co-productions aPBBC. 
Enterprises. ; 

■ Mr Alastalr Cuming has 
been appointed consultancy 
director for investment 
strategy at NOBLE LOWNDES. 
He joined earlier In the year 
from Gartmore Fooled 
Pensions. 

■ SWA N HUNTER r 
INTERNATIONAL has 
appointed Mr Adrian Sellers 
as commercial director; Mr 
Peter Forrest as director, 
strategic Development; Mr 
Simon Keitii as marketing 
director; and Dr AJD. Hewitt 
as head of design. 

■ Mr David Dingle has been 
appoint ed ma rketing director, 
P&O CRUISES (UK), and 
Princess Cruises Europe. He 
was commercial director of 
Canberra Cruises. Mr Nigel 
Bsdale has been promoted 
from marketing controller to 
commercial manager) Princess 
Cruises Europe. Mr John 
Marsden becomes operations 
and ser vices director for P&O 
Cruises(UK). 

■ Mr David Sowerby has been 
made group finance director 
(elect) of THE ALUMASC 
GROUP. He succeeds Mr 
Michael Morton who retires 
in January. Mr Sowerby was 


group financial director at the 
David Brown. Corporation. 

■ Mr Frederick D.Mercaldo 
has been appointed managing 
director c UMI GROUP. He 
was operations director with ' 
Foxboro IntematkmaL 

■ Mr Stuart Behun has been 
promoted to general manager, 
commercial lending, at 
NATIONWIDE ANGL IA 
BUILDING SOdBTT. He was 
assis tant ynwni manager , . 

■ The BODDINGTON GROUP, 
a hospitality and leisure 
company, has appointed Mr 
Christopher Henry to the 
group board. He joined as 
group property director on 
June L 

■ Mr Dominic Cadbury has 
joined the main board of THE ' 
ECONOMIST NEWSPAPER 
as honrexecutive director. Mr 
Cadbury has been chief 


executive of Cadbury 
Schweppes since 1984. 



■ HEWLETT-PACKARD 
has promoted Mr John 
Golding 
manager, UK 
of Hewlett-Packard 
UK m a n a g i n g director. 
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TELEPHONE! 071-828 7233 


AFBD MEMBER 


FTSE 100 


WALL STREET 

_ , Dec. 2516/2528 +1 

Mar; 2207/2217 +191 Mar. 2537/2549 +1 
5p m Pri ces. Change from previous 9pm close 

HOW WELL DIP YOU JUDGE THE MARKET? 


Dec. 2174/2184 +19 
r. 2207/2217 +19 





DOLLAR 
Where Next? 

Call for our current views 

CAL Futures Lid 
Windsor House 

50 Victoria Street 
London 

SWIH ONW 

Til: 071-799 2233 
Rut 071-799 1321 

MEMBER AFBD 
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THE 

GREATEST CELEBRATION OF 
JAPANESE CULTURE 
EVER HELD 

IN THE UNITED KINGDOM 


AUTUMN 1991 

Festival Centres: 

London, North of England, Northern Ireland. Scotland, Wales. 
For further information please contact: 

The Japan Festival Office, 

6/7 Carlton Gardens, London SW1Y 5AE. 

Telephone 071 930 8288 



a 



V as*. 








I.. 




t% TINANCiAL TIMES MONDAY DECEMBER 3 


6 I 

5 Accost 
; *r a §le ° 

[ Centre 

".• \ If;,, . 

Pi'll. V ... 

•; tfliqc .v.,.., r> ! J •«‘-Sbj4 

* *¥**•«*?*#'* 

* S 

A in* mi 1 1' 

*: * f.. r «'i\ i,[ ,U ‘ £&*: • 

* W*dv..|. Sr**:*j 

4 A Gl;i 

. »iWkl!W M- 1 * 1 * ^3 

!* «* r rtTnti 

* . 

"" «*••• 

An.uh. r £?■ 

:>.-.cin>iitiu ■« \ n ‘ rc J- 

' «««.v 


» s -i. , *-*•. » 

- • . . . -. 


• ' . ,-w 




-■ ••': ■• : r •• ‘ 

■ ,- -:- ,k 

■ ■ ■» .• V'~ 

■ •<• u r •• 

■’ • ’•’ * i ; J 


Nissan Primera. Compare this to 


what you call performance 
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Nissan announces the Primera. 

A car that has spent the past several 


following numbers for comparison. 

The Multi Point Injection ZOE engine: 
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As you realise as you take a close look at 


its interior. 


•v. 

years as the centre of attention of test tracks, 150 hp and a top of 220 km/hr. The Single And as soon as you sit back and 

windtunnels and test teams across Europe. Point Injection ZOi engine: II 5 hp and think about the bumper-to-bumper 3 year 


A car that was in built for only 

one, much more important, test 

You are that test (in fact you could 





a top of 200 km/hr. 

The completely new Multi Link Front 


warranty we give you. 

And your comparison is not only true 




Suspension system ensures incompara- for the four door sedan but also for the five 


say, the Primera was built to be compared). ble roadholding, on byways and highways, 
Let s start with the engine compart- be they pebbly or asphalt smooth, 
merit and take the Primera’s perform- The sophisticated aerodynamic ex- 


door hatchback and station wagon. 

There now seems to be only one 


ance as an example. 


The sophisticated aerodynamic ex- •question left unanswered: when would you 
tenor design contributes to a low cd-value like to compare the Primera? 


Firstly you notice that every gasoline and a high resistance to side-winds. 


powered Primera model is equipped with However, the Primera was not created 

a 16 valve DOHC engine designed to take merely as a technical advancement over other 


up less space and deliver more power. cars. Its comfort, its styling, its quality- all are 

This means we can offer you the designed to stand up to your scrutiny. 


EMll NISSAN 


Nissan Primera. 

The new performance car for 
a country called Europe. 


THIS MODEL IS A NISSAN PRIMERA CT. ALL SPECIFICATIONS MENTIONED ARE BASED ON THE MODEL SHOWN AND SUBJECT TO POSSIBLE 


CHANCES. 


\ . .. 
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W hy are they doing 
it? It is the most 
intriguing of the 
questions hang in g 
in the air as chief executives 
and managing directors of 
many of the best-known Brit- 
ish companies take on respon- 
sibility for the country's indus- 
trial training. They are not 
being paid, and have little time 
to spare. Yet there is no short- 
age of volunteers. 

Sceptics prefer to remain 
anonymous in the initial rush 
of enthusiasm for Training a nd 
Enterprise Councils. "Most of 
my colleagues from the private 
sector are superb,” says one 
local authority chief executive. 
“They have a lot to give, and. 
they give of their time gener- 
ously. But I wonder what a few 
of them are doing it for. Per- 
haps ft's the kudos they're 
after.” 

It is more than a matter of 
idle curiosity. The 1*200 chief 
executives who have so tar vol- 
unteered to sit on the beards of 
82 Tecs in England and Wales 
wiQ decide their success or fail- 
ure. If they lose interest or 
become disillusioned, the fate 
of Tecs could minor that of the 
Private Industry Councils 
(Pics) in the United States 
which inspired them. 

A deterioration in the calibre 
of the business leaders 
involved is one reason for the 
patchy quality of Pics. For 
Britain to break with past fail- 
ures in vocational training, 
and improve the management 
of publicly-funded training 
schemes, one over-riding 
uncertainty must be overcome: 
the long-term commitment of 
Tec directors. 

The reason why the govern- 
ment wants the directors is 
clear. It hopes to end decisively 
the chequered history of joint 
control of training which was 
established in 1964 with Indus- 
trial Training Boards. Trade 
unions and local authorities 
have been excluded from equal 
participation. Instead, the gov- 
ernment has insisted that chief 
executives will comprise two- 
thirds of Tec boards. 

A full-time chief executive - 
about half of them civil ser- 
vants on three-year second- 
ments - will control 
day-to-day running of Tecs. 
The boards, led by private sec- 
tor managers, most meeting 
once a month, are there to 
apply management skills and 
establish a strategy. They must 
combine public and private 
funds to raise the level of skills 
in their regions and towns. 

The government hopes these 
business leaders will impreg- 
nate a crusading spirit into 
their communities and per- 
suade other managers of the 
importance of training. It 


MANAGEMENT 

This series continues by highlighting the need for high quality executives to run 
the Tecs and examining what motivates them to accept the challenge 

‘Colleagues said if people like me 
did not get involved, who would?’ 

By Lisa Wood and John Gapper 


FINANCIAL TIMES wrtwnAV DECEMBER 3 1990 


bulletin board 



TRAINING ON TRIAL 

wants them to encourage 
workers to demand better 
training; and Improve the way 
in which local providers such 
as colleges of further education 
and training agents operate. 

It trusts that business lead- 
ers such as Alastair Morton, 
chief executive of Eurotunnel 

and a man kno wn as a tou gh 

negotiator rather than an Ide- 
alist, will improve the priority 
given to training. Indeed, Tec 
boards have already shown 
themselves capable of fiercely 
lobbying the government on 
funding and the rules govern- 
ing publicly-funded training. 

Roger Da we, chief executive 
of the Training Agency (the 
arm of the Department of 
Employment which is handing 
over responsibility to Tecs) 
says the government believes 
the best way to influence atti- 
tudes to training is to give 
managers control. He says Tec 
boards should become mission- 
aries for enterprise rather than 
simply supervising existing 
training programmes. 

The motives of senior man- 
agers for joining Tec boards 
will govern whether they oper- 
ate effectively, and whether 
they lose interest. A simple 
wish for recognition is one 
acknowledged motive. One Tec 
chief executive says he actively 
fosters competition to get on 
the board. The prestige of 
being seen as a local business 
leader baa stimulated many. 

So far. only 20 Tec board 
members are said to have 
resigned; those solely seeking 
recognition may follow as soon 
as their names appear on an 


honours list Tecs which do not 
succeed, quickly risk losing 
board members who only want 
to be associated with a presti- 
gious venture. Virtuous circles 
of success - and vicious ones 
of failure - could develop. 

However, most Tec board 
members say they are moti- 
vated by something more. 

Many speak of the venture in 
terms of national idealism. 
This card - the chance for 
business leaders to take part in 
remedying a persistent cause 
of Britain's industrial failure - 
was played successfully by Sir 
Norman Fowler, the former 
employment secretary, in the 
early days of Tecs. 

“I was at a dinner and I 
heard Norman Fowler speak 
about world class objectives in 
training. I was impressed,” 
says Charles Darby, a director 
of the brewing and hotels 
group and chairman of 
Birmingham Tec. The govern- 
ment tried to reinforce the 
feeling that board members are 
participating in a historic ven- 
ture through advertisements 
and briefings. 

Eric Dancer, chairman of 
Devon and Cornwall Tec and 
managing director of Darting- 
ton Crystal, was already con- 
vinced of the need to partici- 
pate. “My company trades all 
over the world. 1 see the 
str engths of the international 
competition. As a nation we 
really do have to improve our 
performance, and I want to 
play my part,” he says. 

This visionary atmosphere 
could lead to problems in sus- 
taining long-torn commitment 
to Tecs. Among the main ones 
is the limit on what many Tecs 
will be able to achieve in prac- 
tice. Michael Howard, employ- 
ment secretary, has abandoned 
the targets set by Sir Norman 
and public expenditure which 
would help Tecs achieve them 
has been cut 

Some doubt whether Tec 
directors who are imbued with 
the spirit of idealism will man- 
age effectively. Richard Guy, 
chief executive of Sooth and 
East Cheshire Tec, says direc- 
tors who see their work as 
charity may avoid hard deci- 



Charies Darby (left), chairman of Birmingham Tec, and <he chief e x ecutiv e , David Crngg 
“it Is going to be a long hard haul, and we are going to have to deliver” 


sions. “if you join a board 
because of a vague view that 
you want to do good, you will 
not rock the boat" he says. 

As the initial fervour fades, 
the work of Tec boards may 
aian become harder, and fcs g 
inspiring. “It was very exciting 
discussing principles, struc- 
tures, allftnaHflp of fandS anr| 
w r iti n g the plan,” says Darby. 
“Making it work is going to be 
a long, hard haul, and we are 
going to have to deliver. That 
could mean we may have to be 
more hands-on.” 

This could be testing for 
non-executive Tec directors 
from companies in which train- 
ing policy is the responsibility 
of personnel directors. So for. 
Tec chief executives say there 
has been little problem with 
the competence of directors. “It 
has not been an issue for us," 
says Gregory Hyland, of 
Thames Valley Tea 

“Directors would be hard- 
pressed perhaps to conduct 
negotiations with t raining pro- 
viders - but that is not what 


Much the same as us no doubt. 

Weekend FT’s Nicholas Woodsworth took a 
24 hour train journey back in time from 
Jakarta through Java, then on to Bali - a par- 
adise that's sadly “up for sale”. A festive 
Arthur Hellyer predicted a good year for 
holly berries in their many hardy varieties. 

What did you 
get up to 
this Weekend? 

Philippa Davenport sang the praises of sea- 
sonal spiced beef and a helpful Giles 
MacDonogh sourced the elusive saltpetre 
needed to prepare it. Richard Donkin told 
how Freddie Trueman knocked Yorkshire's 
turncoat committee for six. Our regular book 
critics picked their most enjoyable read of 
the year - thirty-two ideas for your Christmas 
list ... and so it went on. 

If your weekend was a little less 
colourful, pick up a copy of the Weekend FT 
next Saturday and join us. 

Weekend FT 


they are about,” he says. Guy 
talks of a partnership between 
chief executives and directors. 
“My board needs advice about 
the workings of programmes, 
but they bring to me high-level 
strategic thinking ," he says. 

Many Tecs are feeling their 
way gingerly in the relations 
between directors and staff. A 
cultural gap has been opened 
by the government’s Insistence 
os Tecs taking staff seconded 
from the Training Agency. 
Althoug h Tec directors admit 
that dvd servants bring practi- 
cal knowledge of public 
schemes such as Youth Train- 
ing, they fear divided loyalties. 

Civil servants have been 
trained in a culture of offering 
service to the public. The aim 
of many Tec directors is to 
alter training to get the best 
value from limited funds - 
possibly selecting the people 
they regard as most suitable 
for training. One eh tef execu- 
tive says wryly that some of 
his staff complained about this 
as “not fair”. 


These is equally a _ 

of tension within boards in 
relations between the two 
thirds of directors who are pri- 
vate sector managers and eth- 
ers. Many of the latter direc- 
tors ' - including local 
education authority officers, 
nrrfnn nffiritoig and people from 
voluntary organisations - 
believe they represent interests 
as well as lending expertise. 

Anne Weinatock, chief exec- . 
utzve of the Raihbone Society, 
a mental handicap charity, is a 
director of Manchester Tea “I 
thought it woald take too 
much of my time to get the 
message of equal opportunities 
across to boards of business 
people. But colleagues said if 
people like me did not get 
involved who would represent 
their voice?" she says. - ■ 

In the early stages, these 
potential tensions have 1 largely 
been contained. Many Tecs 
have also built up Hnfrg with 
councils and local education 
authorities. The government 
did not include thede - or 


■ Schools and colleges hi south 
and east Cheshire have each 
been given £2,000 by their local 
Tec to improve tfidr careers * 
libraries, ' 

South and East Cheshire Tec 
has linked up with the 
education authority to form a 
Business Education ' 
Partnership, jointly chaired by ■ 
the local director of education 
and a private sector member of 
the Tec board. 

The. partnership is marketing 
the government's Youth- 
Training scheme under Its own 
headings, offering 
-“caraerships” or “traineeships” 
to local school-leavers. The first 
-g uara nte e* a job- from the start 
of training, . 

The Tec is one of those which . 
will pilot the government's Idea, 
of vouchers for school-leavers 
to choose their own form of 
training. The donations to 
schools and colleges are 
intended to help young people 
make an informed choice. - 

■ Employers moving to a 
business park In 
Newcastle-upon-Tyne, including 
British Airways, Cellnet and the 
Automobile Association, are 
being ottered customised 
training and recruitment 
packages by a Tea 
Tyneside Tec has formed a 
partnership with Tyne and Wear 
Development Corporation to 
train the long-term unemployed 
and develop training packages . 


other big public sector employ- 
ers such as the National 
Health Service - among oblig- 
atory Tec members,d£spite the 

role of the public sector in 

local employment . ■ 

Bnt many local authorities, 
like trade unions, have 
the pragmatic decision to get 
involved with Tecs. Stephen 
Clark is chief executive of 
Labour-controlled South Tyne- 
side Metropolitan Borough 
Co uncil, and was nominated by 
councillors as a member - of 
Tyneside Tea His presence has 
been, accepted by the private 
sector managers on the board. 

A growing mesh at informal 
working relationships is befog 
forged between his authority 
and the Tea However, ah Tecs 
face the problem of local 
authorities believing their 
authority in areas such as edu- 
cation is befog usurped. “These 
are no irreconcilables b etwe e n 
us. But it would he unrealistic 
to claim that there are no ten- 
sions.” says Glark- 
The unusual powers now 
befog accorded to private sec- 
tor managers through Tecs 


for companies moving on to 
sites in areas where heavy 
industry used to b®* . ... , • 

Programmes, which- will include 

basic skills training, are being 
drawn up for the £200m Royal 
Quays scheme in north 
. Tyneside, aimed at areas of 
high unemployment near me 
quays. 

The corporation wants-to woric 
with the Tec to ensure that 
people living near its sites can 
benefit from the jobs it create*. 
lt has commissioned tire Tec to 
act as Its training consultants 
on each of its big projects. 

■Rotherham Tea which 
operates In an area of declining 
traditional industries and high 
. tong-term unemployment, is 
devetoping an intensive 
. counselling programme for 
people having great difficulty In 
getting bade to work. 

Intensive counselling Is being 
given to these people by 
counsellors seconded from the 
Department of Employment 
Money is being saved by 
reducing the scope of “action 
plans” for the unemployed who 
already know their training 
needs. 

Rotherham also plans to launch 
a “Certificate of Personal 
Competence” In conjunction 
with the South Yorkshire Open 
College Federation. This will 
serve asa record of basic skill 
levels and experience on 
“taster" courses. 


face little prospect of being 
seriously disturbed. The 
Labour Baity not only supports 
the idea of Tecs but thinks it 
would be wrong to change the 
structure of boards Into equal 
representation for local author- 
ities, unions and businesses. 

"We do not plan to go back 
to the old tripartite approach 
bat we do want some flexibil- 
ity,” says . Henry McLelsh, 
Labour's training spokesman. 
"We support the concept and 
recognise that employers make 
important contributions. The 
arrangements could be rup- 
tured if we took any hasty 
actions for party political rea- 
sons.” 

This means the experiment 
is likely to continue for some 
time. It will only seriously be 
threatened if Tec directors 
start to lose interest and resign 
en masse: The government will 
have to ensure that the diffi- 
culty and variety of tasks fac- 
ing directors does not lead to 

iftrillinannwrant when the Ini- 
tial entiiiwiflgm wears' off 

The first article in this series 
was published on November 26. 
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Yves Saint Laurent declares 
war on world’s counterfeiters 


By Robert Rice, Legal Correspondent 

MR YANN KERLAU, general Much of the counterfeiting of 
counsel of Yves Saint Laurent fragrances, and to a ^lesser 


MR YANN KERLAU. general 
counsel of Yves Saint Laurent 
Parfoms, estimates that the 
counterfeiting industry world- 
wide costs legitimate bu sine ss 
£34bn each year. 

In the US and Europe, about 
250,000 jobs are also lost each 
year as a direct result of coun- 
terfeiting. 

Counterfeit fragrances and 
cosmetics cost YSL Parfoms 
£35m each year In lost reve- 
nues, approximately 10 per 
cent of its annual turnover. 

As fragrances and cosmetics 
account for approximately 88 
per cent of the annual sales of 
the YSL Group, the size of the 
loss is considerable. 

That, however, is only the 
identifiable cost to YSL caused 
by counterfeiting. The damage 
that counterfeiting does to the 
company’s reputation is less 
easy to quantify. 

YSL uses approximately one 
litre of essential oils distilled 
from flowers at Grasse, in 
southern France, to make 200 
to 300 bottles of perfume. 
Counterfeiters may make as 
many as 1,600 bottles from one 
litre of essential ofl. 

As a resalt, the counterfeit 
products are very diluted and 
last a relatively short time - 
sometimes as little as an hour. 

Customers buying inferior 
counterfeit goods, often at 
prices very close to the real 
thing, are unders tandab ly dis- 
satisfied with the quality of 
what they believe are genuine 
YSL products. 

After years of barely contain- 
ing the matter, YSL has 
adopted a policy of using the 
law wherever possible to tackle 
counterfeiting, and has backed 
it up with an annual budget of 
£3Jm. 

It has hired its own investi- 
gator, the only company within 
the industry to have done so. 

The new approach appears 
to be paying off. At the end of 
October, YSL very publicly 
destroyed nart of a counterfeit 


haul of its perfume Opium, 
with a street value of betweai 
ElOm and £llm, seized from an 
illegal factory in Edmonton, 
London, in 1967. 

The three people involved 
were sentenced to between 
eight and 16 mouths in prison. 
Since that time, however, the 
maximum penalty for counter- 
feiting has been raised by the 
Copyright Designs and Patents 
Act from two to 10 years. The 
message of that should not be 
lost on UK counterfeiters. 


extent of haute couture, centres 
os Asia. YSL has carried out 
600 raids in Bangkok alone 
during the past six months. 

In what Mr Keriau regards 
as a vital breakthrough, thou- 
sands of documents -seized in 
raids in Grasse and Kuala 
Lumpur have established links 
between a producer of essential 
oils in Grasse, and operations 
in Malaysia, Taipei and Singa- 
pore that manufacture counter- 
feit YSL. L’Oreal and Chanel 
fragrances. 

YSL is now taking action 
against 10 companies in Paris 
and is rteimfag a minimum of 
£lm damages - a sum that 
might multiply five times once 
the 5,000 documents seized in 
the raids have been analysed 
more closely. 

Although YSL believes its 
own campaign is, beginning to 
have effect (“If I were a coun- 
terfeiter, I would choose a dif- 
ferent company”), Mr Keriau 
accepts that the situation in 
general is getting worse. 

- A worldwide regime for tack- 
ling counterfeiting, or at the 
very least a more consistent 
approach from industry. Is 
very much overdue, he says. 

Together with Cartier and 
Chanel, YSL has been lobbying^ 
the General Agreement on Tar- 
iffs and Trade in the hope of 
getting measures to tackle - 
counterfeiting included in the 
i n t ellec tu al p rop ert y proposals 
that have been muter discus- 
sion in the Uruguay Round of 
trade talks, which come to an 
end in Brussels this week. 

Mr Keriau remains, however, 
"amazed by the lack of 
strength shown by the EC on 
this subject”. He has talked to 
the European Commission 
about the need to take the mat- 
ter seriously and put pressure 
on Asian governments to 
enforce the law. 

Everybody knows who the 

.erintisfe stp he «rra Knrpa 


for fragrances and couture; 
Singapore for the general man- 
ufacture of counterfeit goods; 
Indonesia for perfumes; and 
Thailand for couture. 

a □ □ □ 

SOLICITORS S. J. Berwfn & 
Co, first to take on a barrister 
to set up the firm’s own High 
Court advocacy department, 
are claiming another first - 
first into Prague. 

The firm has formed an asso- 
ciation with Klein, Halec, Dos- 
kova, Janout and partners, a 


Czech law firm. Given that it 
has only been possible since 
July 1 for Czech lawyers to 
form private law firms, S. J. 
Berwin has been very quick off 
the mark. 

The joint office in Prague 
will be headed by Dr Bohuslav 
Klein, the former director of 
legal services for the Czecho- 
slovak chamber of commerce 
and industry. As one of the 
most experienced commercial 
lawyers in Czechoslovakia and 
a man who has played an 
important part in the drafting 
of the new company law and 
joint venture legislation, he 
represents something of a - 
catch for SL J. Berwin. 

Dr Klein confirms that even 
though his law firm is hardly 
out - of the cradle. It has 


the moment, there is little 
doubt in the minds of most 
observers that the Czech and 
Slovak peoples have a strong 
desire to restore their country 
to tire economic and industrial 
power it was before the Second 
World War. 

Czechoslovakia will have a 
pivotal role in the economic 
revival of central Europe, he 


Sceptics suggest 
Blyth Dutton’s 
marriage made 
in heaven may 
turn out to be a 
shotgun wedding 

sot lacked for suitors. He has 
bad approaches from seven or 
eight London law firms since 
July. 

Why did be choose S. J. Ber- 
win? “S. J. Berwin is dynamic 
- which is very peculiar in 
Britain, I must say ” It might 
also have something to do with 
the tact that he has known and 
worked with Dr Julian Lew, 
head of S. J. Berwin's central 
and eastern Europe practice 
for 10 years. 

Prague is an interesting 
move for S. J. Berwin. Much of 
the basic framework of the 
laws necessary to boost private 
ownership and attract foreign 
investment are in place, but 
the commercial code, some 

nomCBi-tt tov Mlnmu am) tha 


detailed machinery for trans- 
ferring tiie ownershfo of indus- 
try from the state to the pri- 
vate sector are unlikely to be 
in place before tiie spring of 
next year. 

Are they not therefore get- 
ting a little ah e a d of the game? 

Dr Lew says there is already 
considerable activity. More 
than 1^00 new companies have 
been approv ed since December 
last year and although much of 
the activity involving foreign 
investors is on a small scale at 


Six months ago, Dr Klein 
says, there was a popular 
movement against foreign 
investment Now, however, the 
mood has changed. The people, 
he says, have realised mat. for 
■ from threatening their jobs, 
foreign investment may repre- 
sent the only real hope they 
have of saving them and of 
creating new opport unity 
There is still a cert a i n anxi- 
ety about the high level of Ger- 
man foreign investment The 
Czechs accept that toevitably 
the level of German involve- 
ment will be high, bnt the peo- 
ple are anxious not to be taken 
over by Germany. The involve- 
ment of British, Dutch and US 
companies is therefore vital. 

O □ □ □ 

THE LONDON law firms Lawr- 
ence Graham and Blyth Dutton 
have announced wedding 
plans. After a brief engage- 
ment, the happy couple win tie 
the knot on February 1 1991. 

The merged firm, which wfll 
practise under the name Lawr- 
ence Graham, will have 59 
partners and more than 125 
other fee earners, mnViwg it 
about the lTth-Iargast law firm 
by size, according to the 1990 
Legal 500. 

„ The merged firm wifi be 
centred in London at 190 
Strand”, the present offices of 
Lawrence Graham, all of which 
jm*k®s it begin to look more 
like a takeover than a merger, 
credence to a docu- 
ment that has being doing the 
rounds. 

Heated T*Tp an Blyth Dutton 


7. — 7 * mu me plain- 

ts® cry. "lam a solicitor at BD 
and lam deeply wonted about 
»y future. . You certainly 
should be, too.” It goes onto 
mate f number of allegations 
about the partners* motives for 
seeking a merger with Law? 
ence Graham, suggesting that 
morale within the firm is far 

from high 

This is the first Important 
tew ftm merger for 18 months. 
Whether it is a marriage 
m heaven or a shotgun wed- 
ding remains to be seen. 
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Pelleas and Melisande 


v- 2£ 

'■ Swiia(m 



^JU 'A. 


Die most mysterious and tMgtwii of operas 


COUSBUM 

The new English National Opera 
Pelleas opens fresh avenues of 
approach to this most mysterious and 
magical of operas. Apparently 
unbridgeable contradictions are 
involved in mounting it in thfs thea- 
tre at alb the presentation in English 
(Hugh Macdonald’s) of a French opera 
widely believed to be untranslatable, 
and in a huge auditorium of a music- 
drama intended for an intimate theat- 
rical space, where gossamer vocal 
inflexions and details of instrumental 
colour may resonate with added 
manning 

These cantrariictlnaifi were in fact 
resolved the last Hma the rrimpawy 
mounted this opera (fa Harry Kup- 
fer’s 1381 production, given only a sin- 
gle season); now the arguments in 
favour of Debussy at the Coliseum 
seem beyond dispute. I cannot remem- 
ber when last 1 heard here longer 
stretches of subtle, fine-brush word- 
singing - recently one had began to 
wonder whether ward-audibility was 
deemed less im port a nt in ENO shows 
than Productions Values - or Celt an 
audience more ineluctably drawn into 
a theatrical web of notes and words. 

The 'the a tre abTh-iV^ , This is the par- 
ticular triumph of Mark Elder, the 
1981 PdUas conductor, who returns to 
the music in superbly authoritative 
form, with renewed powers of bal- 
ance, singer-accompaniment (he only 
occasionally allows the song hues to 
be covered), pace, control of dynam- 
ics, and drama-direction. Elder’s is a 
notably cool view of the opera - the 
erotic rapture of the tower and penul- 
timate scenes is kept leashed - but 
on its own twrms, and since it chi me s 

so exactly with David Fotmtney’s pro- 
duction and Marie-Jeazme Lecca’s 
designs. It is hard to fanlL 

As me might tmagftna , Pountney’s 
Pell6as is unashamedly bold in its 


occupation of file foil sweep of the 
COliseum stage (this causes, I guess, 
visibility problems to those seated on 
either edge of the stalls), unsparing of 
its performers’ athleticism, every- 
where concerned to create a new the- 
atrical language in which the opera 
might speak directly in Coliseum ad- 
ditions. His signal achievement is to 
dramatise the opera's innw w or ki ngs 
on a convincingly large scale while at 
the same time remaining strictly 
faithful to its ebb and flow (as Pierre 
Boulez put it) "between the most 
implacable realism and the most 
impalpable oneirism”. 

Lecca's AUemonde Is harshly inci- 
sive in outline yet dream-like in sub- 
stance, and full of potent, fascinating 
images; mist, gauze and nebulous 
prettiness are banished. Colours are 
black, gunmetal, grey, white (only 
MOhsande, in the later stages, wears 
red and then green); costumes are a 
time-travelling mixture of wimples, 
high collars, Nordic- type military but- 
toned tunics, and a brand of sterile 
Art Deco or futurist chic. (I don’t 
understand why Mdlisande first 
appears wrapped In nothing more 
than a big bandage.) Central locus of 
the set is a moated platform, with 
water below, walkways across, and 
modem walls ringing its edges, one of 
them gashed open, its broken bricks 
spread across the front of the stage. 

This is a intriguingly timeless 
world, cogently patterned: the sun 
never breaks through, happiness and 
love are entirely foreign to its inhabit- 
ants, and terrible violence inevitably 
awaits the two young people strug- 
gling to break through its barriers 
(Pountney's cse of water, air and light 
at climactic moments is heart-wrench- 
ing, and only Mdlisande’s hair, so 
long it drew titters when tumbling 
from on high, needs rethinking). In 


contrast to some of this producer’s 
more extravagant “house-style" pro* 
(factions, the design properties never 
threaten to overburden the acting and 
singing powers of the principals. 

This is above all an inspired even- 
ing of ENO ensemble performance: 
Pcrantney, Elder and the cast give an 
example of the responsiveness mutual 
and corporate, the group discipline, 
that can make opera the most mes- 
merising of all the aits. The evening 
Is dominated by the magnificent 
Gokud of Willard White, in a charac- 
terisation. to set beside his (sung) 
Porgy and (spoken) Othello: a figure 
of frightening physical might (“You 
are a giant". Melisande sings, accu- 
rately for a change) brought horribly 
to his knees. The dark, noble bass- 
baritone is in peak condition, each 
verbal and timoral nuance judged 
with the understated confidence of 
the mature artist 

Worthy partners of the tragic cen- 
tral figure which here Golaud inevita- 
bly becomes axe Cathryn Pope’s won- 
derfully youthful Melisande. wilful, 
vulnerable, spontaneous, and at the 
end deeply moving, sung with the 
cool clarity and precision of one bom 
to play the part; and John Connell’s 
unusually passionate ArkeL his bass 
timbre excellently contrasted with 
White's. Thomas Randle’s PeU&as, a 
shy, handsome figure in metal- 
rimmed glasses, is aptly outlined, but 
now needs to find more romance in 
the music, more bloom an the tone; 
Anne-Marie Owens (GenevidveX 
Christopher Ross (Doctor), and Yvette 
Bonner’s brilliantly boyish Yniold are 
already exactly in place. Altogether 
this Pelleas and M6hsande forms, as it 
should, one of the peaks of the com- 
pany’s 20th-century opera season. 

Max Loppert 
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In the tradition of 
Adam 

Colin Amery looks at the work of a latterday 
classicist 
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obert Adam the archi- 
tect bears a great 
name. He was not 
bom in 1728 but in 
1948. He was not educated at 
Edinburgh University but at 
the Regent Street Polytechnic. 
He shares with his great name- 
sake and predecessor a period 
of time in Rome, but today’s 
Mr Adam did not have the 
advantage of knowing, and 
travelling with, CQerisseau and 
Giovanni Battista Piranesi. 

We have the opp or tun ity to 
look hard at the work of 
today’s Robert Adam, an archi- 
tect working in what he calls 
the new class ic al style, at an 
exhibition of Ms wo rk at Lon- 
don's Heinz Gallery, at 21, 
Portman Square, W.l. until 
December 20 (sponsored by 
Alfred McAlpfae Construction 
and Redland Bricks). 

But in some ways it is not 
enough just to look at Ms work 
because he is also something of 
a polemicist and his writings 
are well worth reading: there is 
an Important little book pub- 
lished with the exhibition 


called Classical Design in the 
lot e Twentieth Century; Recent 
Work of Robert Adam. It is 
important because it contains 
essays by critics anti-pathetic 
to any idea of classicism “in 
our day and age”, as well as 
some cogent essays by Mr 
-Adam Ww—tf 

As Robert Adam points out 
it , was who said that, 

“it is no sign of deadness in 
present art that ft borrows or 
imitates, but only ff it borrows 
without taking interest, or if it 
imitates without choice.” 

Robert Adam believes that 
the classical approach to bufld- 
ing is entirely appropriate to 
our present day needs. He sees 
no reason for arc hit ec tu re to 
abandon visual links with the 
past simply because technol- 
ogy and new building types 
appear to demand virgmaHy 
new solutions. 

In the talk that he gave to 
the RIBA, “Tin Gods, Technol- 
ogy and Contemporary Archi- 
tecture”, he makes two almost 
incontestable points: firstly, 
that any newly completed 


building is inevitably “of its 
time”, and secondly, that tech- 
nology is demand4ed so why 
should architecture be led by 
technology? . It taknn something 
of a leap of fadth to move from 
Ms w r itin gs to Ms buddings 
and ftir n ilur e which, although 
they use mr^em materials, are 

all fl « no n w in d i n g tlmdett 
relevance of the classical 
revival. 

Almost the most i n teres tin g 
thing about the “Robert Adam 
of Today” exhibition is tire 
design of the exhibition itself. 
The Heinz Gallery is a roam in 
an 18th century classical Lon- 
don house S Postman Square. 

It was fitted up in the 1980’s 
- fry the architect Alan Irvine as 
a modem gallery. That is to 
say, he decided to conceal an 
traces of the 18th oentury by 
covering the walls and ceiling 
with a bongo wood box. 

This box contains all the 
technology - lighting and 
showcases - neatly inserted to 
f unction wdL Adam has bunt 
a little classical temple in the 
centre of this veneered box. 



Travelling Opera 

Travelling Opera’s new 
production of Don Qiooamd 
will complete the six operas it 
win take on tour next year, 
which opens with a two-week 
season at the Yvonne Amaral 
Theatre Guildford with The 
Marriage of Figaro on January 
14. Don Otovamd will open at 
the Swan Theatre, Stratford on 
March 12; the other operas an 
tour are Rigoletto, Cost fan 
tutte and The Barber of Seville. 


Mauceri gets 
Hollywood Bowl 

John Mauceri. the American 
music director of Scottish 
Opera; has been appointed 
chief conductor of the newly 
created Hollywood Bowl 
Orchestra, which will perform 
in the outdoor concert centre, 
record for Phillips Classics and 
tOOT tiitwtMrtfmmTIy . 

Mr Mauceri will commute 
between Ms two musical head- 
quarters. 


"Swing Clarinets” 

A tribute to the music of 
cl ari nettists Benny Goodman, 
Woody ^Herman and Artie 
Shaw will be paid at a Decem- 
ber IS concert at the Elizabeth 
Hall lp London. Two of 
Britain's TwhUm clarinet play- 
ers, Randolph Colville and 
Dave Shepherd, wfll Join the' 
Ray Wordsworth Big Band in 
concert. Further de tails from 
Michael Webber, 19 Netbeiball 
Gardens, London. NWS 5RL. 


A vigorous and sometimes 

which, Russian doll-like, seems 
to say: at the heart of thiwg w 
Res this cfossfcHi kernel which 
is Architecture. Irvine made a 
decision to hide the classical 
house In the 1960’s; Adam 
builds Ms classical house 
inside the modem house inside 
the classical house - reinstat- 
ing the roots again. 

Why does his temple - 
which is. all too obviously 
made of wood and print - still 
speak to us <rf the architectural 

ml purity of classicism? I think 

it is that old magic of the 
orders. The five orders - 
Doric, Ionic. Corinthian. Tus- 
can mid Composite - remain 
unique and powerful. That 
greatest of all writers on classi- 
cal architecture. Sir John Sum- 
merson, has compared the 
orders with cbw« pieces: they 
stand for ever, their indentittes 
Intact and their number 
Mysterious and miraculous, 
the orders have the power, 
when they are spaced or linked 
to arches, of giving proportion 
and meaning to architecture. 
In fact orders are order... 

Can tiie architecture of Mr 
Adam bear the weight of all 
this theory? He has not yet 
bunt a great deal and, practis- 
ing as he does from Winchester 


rough kM of dassldsm 
(his firm is called Winchester 
-Design with a horribly tmclas- 
sical logo), Ms work is mainly 
to be seen in Hampshire and 
Wiltshire. 

It is a vigorous and some- 
times apparently rough and 
ready kind of classicism that, 
to be frank, does not always 
come oft But he has been bold 
and brave. It took courage to 
design the headquarters of a 
computer company in an 
almost Hawkmoorian mode in 
a Hampshire park. 

This example, at Dogmers- 
fleld.is classicism with plate 
glass windows; it is memora- 
ble. Br eathi ng life fain classi- 
cal architecture is incredibly 
difficult. Lutyens did it by 
acknowledging how difficult, 
“the high game of classicism" 
is despite the fact that he had 
the gift of breathing the fixe of 
the gods Into brick and stone. 

In the exhibition you can 
share the with Rob- 

ert Adam and sense his 
mo me n t s of real success, fffo 
Kttle public Hbrary at Bordon 
Uke a modest brick and tile 
haaflica is very satisfying, ft is 
innovative, too, in its use of 
terracotta decoration. You can 
see the terracotta capital, 
based on the leaves of a harts 


tongue fern and piad« by David 
Birch, in the gallery. 

It shows the way Robert 
Adam is thinking about the 
revival of architectural decora- 
tion and ornament, and a sim- 
ple and practical way using a 
neglected and versatile mate- 
rial. An important aspect of 
Adam’s work is the seriousness 
with which be employs good 
craftsmen working in wood, 
stained glass and wrought 
iron. 

The day I went to look at 
Adam’s interesting exhibition I 
went on to chair a meeting of 
The Lutyens Trust We were 
given a lecture by Mr Charles 
Wagner about the work be is 
doing tracing the complete 
oeuvre of Sir Edwin Lutyens 
which was fascinating, as Mr 
Wagner has wu»dw many impor- 
tant new discoveries and 
showed slides of wonderful, 
unknown Lutyens buildings 


He also reminded us that not 
only was Lutyens so unbelieve- 
ably prolific, but that he made 
something completely original 
out of the timeless essences of 
classicism in the mos t mo dest 
and minor buildings. Will the 
embers of t he cm c e nt classical 
revival catch fire and bum 
with the true flame? 
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London 

flmwliw Orchestra of Europe 
conducted by Gennadi Rozhdest- 
vensky perform Britten and Stra- 
vinsky. (Fri). Bar bi can Hall . (6S8 
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The FMOxamuaria conducted 
by Goiseppe SinapaK ptayMah- 
lar’s righto symphony. (Fn). 


Chamber Oreheotra of Europe 
conducted by Gennadi Roamtest- 
venskyplay ShostakCTvIch pro- 
gramme. (Mm). Barbican HalL 
English Chamber Orchestra con- 
dncted by Jeffrey Tote play Bee- 
thoven. (Weds). Barbican BalL 
London Symphony Orchestra 
conducted by Mariss Jansens 
play Shelias and Stomas. 
(Thors). Barbican HalL 

Paris 


DmdeL Barenboim p&ys Bach’s 
Goldberg Variations, (apm, Sun). 

Barbican HalL 

London Symphony O nJwtr a 
conducted fry Marks Jansana 
play Shostakovich's seventh 
sym phony. (Sun). Barbican HalL 
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i Cotrnbas fareweR (Mem). 

Salle Gavean (49530507). 
s wrHiI. Owjuatra bobo- 

ducted by Jeffrey Tate, afitsuko 
DcWda. piaao: Beethoven (Mon)- 

Cbatddt (40882840). 

Qostnnr Arditti. Brenda ABtch- 

elL sffluano. conducted by Andre 

Richard, Prel bu rg /Br riagan Vocal. 


ChatcdeL Broadway musical 42nd. 
Street to Harry Warren’s music 
tn a production supervised by 
Mark Bramble (40282840). 

An t werp 

p/iyul PltfUntruwmV- 

conducted by John Nelson, with 
Gnlstn Onay (piano). -Rouse, 
Saint-Saens, Mussorgsky, Barit- 
mazdnov (Fit). Kontogin EHsa- 
bethsaal. 

Cdlatenm Vocals Orchestra and 
Cfcssnas conducted by PMHppe 
Herrewegha, with Barbara 

Schliek (soprano), Gerard Leslie 
(counter-tenor). Howard Crook 
(tenor), Friar Eooy (bass). Bach’s 

Cantatas No 105 and 131 and fifth 

cantata of the CSufatanas Otato- 
rio (Thnr). De Singri. 


Metheriands Chanibar Orchestra 
with Robert Hall (bass), Antoni 
Ros-Marba conducting. Bee- 
thoven. Bach. Schoenberg. Con- 
certgebouw (Sat. Sun matinee). 
Tokyo Quartet. Beethoven. Con- 
cartgebouw (Sat). 

Nriheriauds (toon in a co-pro- 
duction with the Kngfiah 
National Opera of Verdi’s Un 
BaUo in Masehera directed by 
David Aides. Netheriands Fnfi- 
harmonic conducted by ftfirfumi 
Hwlnm, with T.fnlw Tfa ii m in g. 

ritaya aa Amelia and EmQ Ivanov 
as Gustav in Muxtektheatar (255 
455). 

Utrecht 

Tokyo Quartet Beethoven. Vte- 


Hm-Hw Phfll m nni in fa* mWI pianigt 

MaurialoiPoUliii undm- djnitHft 
Abbado in Beethoven and Bruck- 
ner (Sat, Sun), Philharmonic. 


AUrcandar Tjwarenr cond ucting 
Prokofiev and Tchaikovsky 
(FrLSat, Sun); Zubin Mehta con- 
ducting Brahms, Vivaldi and 
Bartok (Thnr). Teatro Verdi 


(Mon). AtaKtartam Chatriet 
(42361390). 


(TueX SaHePleyel <46638873). 
BartiBe Opdra. Season opens 
vrith Verdi’s OfeOo conducted 
by Myung-Whun Chung with 
Cjomeliu Murgu fa the title role, 
Broson as Iagu and Kal- 
len JSspenxn as Desd em ona 

SaffiAnBtti.ltooeMww 

Ciarinette conducted by D|^o 
Masaon: Brian .FenMyhougn ... 
(Tue). AuditcaiumChHtetet 

(43351390). v 

NU»laera 

SaHcGaveauW^BOT); 

Oreahrirede Paris conmwted 
by Semyon By(*tov.Etamel Bar- 

enboim. piana TcM^sky 

(Wed, Ttnrr). Salle Fteyri 


ETBF Symphony Orchestracra- 
docted by Robert Casteels with 
Jean-Oamle Vanden Eynden 
(piano), Johan Sribmhlt (piano). 
Ladnc, Gysrihm, Mchri, Morart, 
Mendelssohn (Sat). Mai won de 
la Radio. 

La Petite Bands conducted by 
Sfrpawald Knffkrai- Bach’s Bran- 
denburg Concertos Noe 30 
(Tuea). Palais das Beam-Arts. 
Oratorio Chamber OrriiBstra 
and Chorus cmriucted by Dmui- 
niquB Jonckheere, with Marie- 
Paris Payt (soprano), Els Crom- 
men (soprano), Joan<3uy 
Dcviame (baritone), Axel Ever- 
aert ( ten or)- jBandelandlfnsset 
fTue, Wed). Conservatoire Royal 
oe Musique. 

Amsterdam 

Badto FMDiarmmifa conducted 
fry RndrifBamhaL with David 


Royal Concertgcbouw Ordbestra 
conducted by to aim TennstedL 
Schonbezg, MdMer. Vretjtenburg 
(Tfrur)- 

Chicago Btaea FcriivaL Vreden- 
burg CTbnr) <31 45 44). 

Frankfurt 

Katie RtedareQl (soprano) and 
pianist Vincent Sealers with 
songs by Rossini, Verdi, DoM- 
zetn, LbzL Ravel and Ttisti 
(Mem). AlteOpar. 

Frankfurt Radio Orchestra 
under Sylvafa CambroHng with 
Frank Peter ammermaxm(vto- 


rhim Chatriet (4236JZtoX 


LosriaMn, Shostakovkh. Oonr 
oesrtgebouw (Sat matinee). 


Weber, Bag and , 

(Thur). Atte Oper. 

Cofogiw 

Tokyo Stcfag Qpartet plays 
works fry Schuhact, Znmfrnsky 
and Beethoven (Toes). Pfajlhaiv 
monie. 

SfamdktoFtdHM piano redtal 
with works by Beethoven. 
Webern, Boulez (Thur). Fbllhar- 
iwnrlp. 


Rome 

Gfasri^e Grazioh conducting 
Brahms and Schumann (Sat- 
Tuas), Auditorium fa Via Della 
OoncuhiglonB (6541044). 

Madrid 

Evanish Nathmal Orchestra con- 
ducted by Walter Wetter. Tchai- 
kovsky, Ltecex, Brahms <FrI). 
Aodttorto Nadonal de Musica 
(3370100). 

Andres Segovia Chambtr 
Onkestra, amductor Jose R. 
Bodnar. Garris- Abril, Boccher- 
ini, AracO, Haydn (fri). Audito- 
rio Nadonal de Musica (337 01 
00 ). 

Barcelona 

Orqoestra Ctutat da Bareriona 
romfacti^ by Brydem Thomson, 
with Laura Cdk (rianoX Elrar, 
Ompfa, Rachmaninov (Fri, Sat, • 
Son). Palau de la Musica Cata- 
lans (3S8 10 00). 

Haw York 

FMladtitfifa. Orchestra con- 
ducted by Chrlstop Escbanback. 
Bfoaart, Bruckner (Toe). Gamagie 


Hall <247 7400). 

Chamber MmOc Society of Lin- 
coln Center directed by Fred 
Sherry. Schubert, Brahms, Men- 
delssohn (Toe). Alice Tuny HalL 
Lincoln Center (874 6770). 

Eugene Istomin piano redtaL 
Beethoven (Wed). Carnegie Hall 
(247 7400). 

Orchestra of St. Lukes conducted 
by Roger Noxrhigton. Mozart, 
Haydn, Beethoven (Wed). Avery 
Fisher Han. Lincoln Center (874 
6770). 

Arioso Ensemble with Tam Vat 
jakka (soprano). Bystrom, Safli- 
nen, Katda. Stbettos (Wed). Kauf- 
mann BAD (415 5450). 

New York. P’ ahimjjonic ocm- 
ducted fry Samuel Wang with 
Vladimir Peiteman (piano). 
Sdmlttkke, Burin nw ifaiaff , Shos- 
takovich (Thur). Avery Fisher 
Ball Lincoln Canter (874 8770). 
New York Philamuslca con- 
ducted by Robert Johnson. Bee- 
thoven (Thnr). Mfertrfp Hall (362 
871®. 

Washington 

Chamber Music Society of Lin- 
coln Center directed by Fred 
Sherry. Schubert, Brahms, Men- 
dfflsaohn (Wed). Concert Hall, 
Kennedy Center (467 4600). 
Natvmal Symphony conducted 
by John Eliot Gariner with 
Joshua Ball (vfalfo). Chambrier. 
Schumann (ThurX Concert Halt 
Kennedy Center (467 4600). 

Chicago 

Chicago Symphony Orchestra 
conductor bv Erich T /ftwW 

with Adolph Serseth (trumpet). 
Copland. Hummel, Prokofiev 
Ohm). Orchestra Hall{436 8122). 


SPONSORSHIP 


Tax inspector looms 


The political turmoil of the 
past few weeks could not have 
come at a worse time for the 
arts sponsorship Industry. Qffl- 
tiousness by local tax inspec- 
tors in Scotland and Manches- 
ter has sparked off its biggest 
crisis. 

The inspectors decided that 
companies sponsored the arts 
for promotional gain. There- 
fore arts organisations, despite 
the fact that they are invari- 
ably registered as charities, 
should be classed alongside 
advertising agencies and PR 
consultancies as business 
operations in the marketing 
field, making them liable to 

Corporation Tax on their spon- 
sorship income. The Scottish 
Chamber Orchestra and tbe 
Halle were confronted with tax 
demands cm 35 per cent of their 
sponsorship revenue, back- 
dated many years. If the argu- 
ment was accepted, and 
extended throughout the coun- 
try, the role of sponsorship as 
a major funder of the arts in 
the UK would he damaged, and 
arts organisations would either 
have to come up with compli- 
cated accountancy schemes to 
avoid the tax or face bank- 
ruptcy. 

The Association for Business 
Sponsorship of the Arts moved 
quickly and approached the 
Minister for the Arts, David 
Mellor. He immediately real- 
ised the potential at the prob- 
lem and contacted Treasury 
Ministers. Everything looked 
on target for a reassuring 
statement that the tax inspec- 
tors had acted on their own 
initiative and that the arts 
would remain exempt from 
Corporation Tax. 

But then David Mellor’s time 
was totally absorbed fa manag- 
ing John Major’s r*mpatgw for 
the premiership, for which he 
was rewarded with advance- 
ment to the Cabinet and the 
Treasury, and the anticipated 
announcement failed to arrive. 
On Thursday a new Arts Minis- 
ter, Timothy Renton, assumed 
control. 

It seems highly likely that 
the threat will be removed. Mr 
Mellor now has a big say fa 
finanrial affair s. BBs colleague 
as Chancellor, Norman 
Lament, is also an arts lover. 
Indeed the new PM, or at least 
the PM^s wife, is a great opera 
fan. There are enough friends 
fa high places to stifle the idea 
at birth. But until it goes away 
the managers of the SCO, the 
Halle, and every others arts 
administrator fa the wfll 
sleep a tittle less easily. 

■k 

Two weeks today the arts spon- 
sorship industry will gather fa 
unprecedented numbers at the 
Royal National Theatre for the 
annual prize giving of the 
Association for Business Spon- 
sorship of the Arts. The Duch- 
ess of York will hand out 
awards to those companies 
who are judged to have con- 
tributed most to sponsorship in 
1990. 

This year the competition is 
more intense than ever. There 
have been over 500 entries, and 
many influential sponsors will 
feel aggrieved if they miss out 
on a royal handshake and 
some public recognition of 
their support there are even 
dark whispers that, in these 
cost cutting times, sponsorship 
budgets ought be trimmed 
back if a prize Is not forthcom- 
ing. With media recognition of 
arts sponsorship so arbitrary, 
sponsors need something tangi- 
ble to justify their expenditure. 

The judges will have a hard 
task deciding whether biggest 
means best in tire main corpo- 
rate sponsor award. There are 
some major spenders seeking 
awards, notably Shell with its 
£lm a year backing for 
BAFTA, and the Prudential 
with its £500,000 arts competi- 


tion. Fiat, NatWest, and British 
Telecom are also substantial 
sponsors seeking a pat on the 
back. 

There will also be intense 
rivalry for the best new spon- 
sor award. Here large compa- 
nies like Nesttfe, with its initia- 
tive in luring the London 
Mozart Flayers to settle in 
Croydon, and the Guardian 
Royal Exchange, which res- 
cued the Co vent Garden Festi- 
val, must compete with com- 
parative minnows, like 
Edwardian Hotels, which sup- 
ported the RA’s exhibition of 
over-looked early 20th century 
academic art, and Arrow Oil 
which paid for the Horse and 
Bamboo Company to bring 
community theatre to remote 
parts of Ulster, travelling by 
horse-drawn wagon. 

Guinness will hope that its 
financing of the European tour 
fry the National Theatre will 
secure It the International 
award at the expense of Rank- 
Xerox. which took ENO to the 
Soviet Union. The new award 
for urban regeneration pitches 
English Estates against Citi- 
bank and BP, and for the new 
art prize m sculpture commis- 
sion fa Newport must boost the 
chances of British SteeL Cad- 
bury might finally win the 
youth award for its annual art 
competition. 

The prizes, reduced this year 
than twelve to ten. have yet to 
be decided by the overworked 
Jury of seven. 

If past experience is any 
guide they wfll be distributed 
between stalwart supporters of 
the arts, trig new spenders, and 
companies who use modest 
sums imaginatively to bolster 
local, small scale, arts ven- 
tures. 

★ 

Which company spends most 
on arts sponsorship? Almost 
certainly Flat, with an 
global budget of approaching 
S50m a year. Most of this is 
devoted to shoring up the 
architectural heritage or Italy. 
Its first major project was the 
restoration of the Palazzo 
Grass! on the Grand Canal fa 
Venice which cost 38m to buy 
fa 1984 and a further $l2m to 
transform into an art gallery. 
This is dwarfed by the plan to 
convert the company’s anti- 

S ied factory at Lfagotto out- 
Turin into a cultural cen- 
tre which, in time, could 
absorb $250m of Fiat's money. 

The company is now extend- 
ing its artistic activities abroad 
and is currently flw«nni*iwg the 
lion of Venice exhibition at 
the British Museum, which 
runs until January 13. The 
winged figure, perched on its 
column, has welcomed ships 
arriving in Venice for eight 
centuries. As well as touring 
the lion, bereft of its wings, to 
key capitals, Flat has financed 
the research which decided 
that, after years of contro- 
versy, the bronze statue Is Hel- 
lenic and dates to the 4th cen- 
tury BC. 

If Fiat does increase sponsor- 
ship overseas it wfll hold to the 
line that it exercises total con- 
trol over its projects. It turns 
aside requests for aid from 
financially straitened arts 
organisations, although it has 
put £500,000 the way of the 
Design Museum in an attempt 
to consolidate the link of Fiat 
equals Italy equals Design fa 
the public’s mind. 

Hr 

★ 

Barclays Is putting up £300,000 
to sponsor the Tate Gallery’s 
major exhibition of Constable 
landscapes which opens on 
June 18 next year. All told Bar- 
clays spends £llm a year on 
community activities, with the 
bulk going fa charitable dona- 
tions. 

Antony Thorncroft 


Alan King 

DOMINION THEATRC 

Alan King, the longstanding 
American comedian, turned up 
in London and Manchester at 
the weekend and he can cer- 
tainly show a thing or two to 
some of the comics who 
appeared fa Stand Up. Amer- 
ica! at the Queen’s Theatre 
over the last six weeks. 

King’s virtues are profession- 
alism and the rather more sur- 
prising one of humility. Quite 
the most impressive part of Ms 
show at the Dominion on Sat- 
urday came at the end when he 
told the audience that he 
hoped that some way can be 
found of resolving the ’'god- 
dammed mess” fa the mddle 
East He also made an appeal 
for contributions to World Aids 
Day. 

King is a very Jewish enter- 
tainer, and the trouble with 
Jewish entertainers is that, 
however good they are, after 
about an hour or so, they do 
seem to be going on a bit. 
Some of us note that there is a 
world elsewhere, not wholly 
dominated by references to 
mothers, grandchfldreu, family 
and money. Still, King is up 
with the best of the metropoli- 
tans. He would “rather be mug- 
ged than bored to death”, he 
notes, fa a defence of London 
and New York as opposed to 
(say) California. 

He also avoids the cheap, 
topical allusions put in only to 
show that the comic has seen 
the television news or read a 
newspaper headline. No men- 
tion of Saddam Hussein just 


for the sake of it He said be 
had arrived with a load of 
jokes about Mrs Thatcher, but 
she “walked” the day he 
.Arrived, so the rest on that sub- 
ject was more or less silence. 

Like the comics who 
appeared in Stand Up. Amer- 
ica!, King relies heavily on ref- 
erences to television, but does 
so in a much less parochial 
way. Instead of referring to the 
ins-and-outs of particular pro- 
grammes, he treats TV as a 
powerful means of communlca- 
tian, which of coarse it is. If 
Alan Ring threatens to go on 
The Johnny Carson Show and 
denounce Eastern Airlines for 
losing his luggage on tbe way. 
then even Eastern Airlines is 
obliged to do something about 

Many of Ms best lines are 
about air travel Eastern is 
accused of offering him &000, 
a piece of the company and a 
guaranteed seat next Tuesday 
as an apology for overbooking. 
He also has a crack at Luft- 
hansa whose crews are 
charged with goosestepping 
down the cabin “when they 
sometimes forget" .There is, 
too, a touch of pathos. “Have 
you ever thought what would 
happen if a poor man turned 
up at a hospital fthrimfag he 
was “completely exhausted”? 

King had not appeared in 
London since 1964. It is a pity 
that his latest stay was so 
brief, for he performs with 
great charm anfj mat urity , 

M alcolm Rutherford 
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Kohl’s just 
reward 


mixture of both. 

Those domestic matters are 
plainly a priority. Yet Ger- 
many is too important a state 
to be able to Immerse itself in 
home affairs. In recent months 
the country has been criticised 
for showing too little interest 
in the international efforts to 

remove the forces of Saddam 
Hussein from Kuwait. The Ger- 
mans may have good reasons 
for their reticence, but they 
cannot help noticing that it 
does not go down too well In 
the United States, a country 
that above all helped to make 
Germany what it is today. 
Equally, the German govern- 
ment has not always been par- 
ticularly forthcoming on how it 
sees the future of Nato. On the 
Question of the basing of 
short-range nuclear weapons, 
Ur Kohl's approach has tended 
to be one of playing for time. 
Now that the elections are out 
of the way, it would be belpftil 
to hear what kind of defence 
he wants and how far Germany 
is ready to play a rote In an 
international order. 


CHANCELLOR KOHL and his 
coalition yesterday won their 
expected and on the whole 
well-deserved victory in the 
new Germany. It was deserved 
because Mr Kohl and his coali- 
tion partners reacted better 
and faster to changed circum- 
stances than the opposition 
Social Democrats. Even when 
the chancellor made mistakes 
- like hedging on the German- 
Polish border - he was quick 
to correct them. And when the 
Bundesbank sought to put 
financial orthodoxy above 
political necessity, Mr Kohl 
was adamant in insisting on a 
one-for-one exchange rate 
between the two German cur- 
rencies. Not least, he was 
assisted by a remarkably pre- 
scient constitution which 
allowed for the accession of 
east Germany by the straigh- 
test possible route. 

So a period in German his- 
tory is over. Inevitably 
thoughts now turn to what 
happens next and to how the 
new Germany will use its 
power and influence. Germany 
has become tbe biggest democ- 
racy in Europe. It will have a 
crucial say in most of the inter- 
national institutions, whether 
Nato, the European Commu- 
nity, the International Mone- 
tary Fund or the Gatt Perhaps 
only in the United Nations 
does it have a voice out of pro- 
portion with its potential 

The country also has a for- 
midable economic reputation 
to live up to: not only in the 
quality of its industrial output, 
but also in its economic man - 
agement. It was said some 
years ago that if the German 
economy sneezed, much of the 
rest of Europe caught a cold. 

That is much more true today. 

Even a minor move by the 
Bundesbank on Interest rates 
can have effects beyond the 
German borders. The German 
responsibility has grown 
greater with time. 

Not insurmountable 

In the short term, the efforts 
of the new government will go 
on absorbing the old East Ger- 
many into tbe new republic. 

That will cost money, but 
should not be an insurmount- 
able task. The government, 
however, will have to state 
more clearly than it did before 
the elections how the regenera- 
tion of the east is to be paid 
for by raising new taxes, cut- 
ting planned expenditure or a 

Causes of 
Soviet hunger 


Pressing matters 

There are matters of press- 
ing international economic 
importance, too. The German 
attitude to agricultural protec- 
tionism in the current Gatt 

talks has rightly not escaped 

censure. One of Mr Kohl’s first 
tasks this week will be to show 
whether he can escape from 
his farm lobby or whether he is 
content to retreat Into a nar- 
row Franco-German alliance. 
He should make the leap. 

It would be unfair, however, 
to harp on the shortcomings of 
the man who has become Ear 
ope's most successful elected 
politician at the head of uip 
continent’s most thriving state. 
Whenever there is change in 
Germany, outsiders have pause 
for thought. Yet throughout 
the post-war period the coun- 
try has almost always risen to 
the challenge. It is a force for 
democracy and peace as well 
as a motor for economic 
growth. Outsiders may also 
admire its constitutional sys- 
tem which, for all that Mr Kohl 
has done in the last year or so, 
has denied his party an overall 
majority. As for the Social 
Democrats, they misjudged the 
campaign and the mood of the 
country, but there is no reason 
why they should not gradually 
come back through victories in 
the Linder. 


RECENT weeks have seen 
increasingly apocalyptic 
reports of approaching hunger, 
if not famine, in parts of the 
Soviet Union. European, 
including east and central 
European, governments, have 
expressed concern about the 
possibility of a large-scale 
influx of refugees. The German 
government has decided to 
donate the bulk of its Berlin 
stockpile. Other western coun- 
tries and institutions are pre- 
paring to do likewise. Coun- 
tries closest -to the Soviet 
border are setting up facilities 
in case the influx arrives. 

In human and political terms 
the desire to help the Soviet 
people in what is perceived as 
their hour of need is both 
understandable and commend- 
able. It also makes sense to try 
to pre-empt, or reduce, any 
future uncontrolled influx by 
seeking to improve living con- 
ditions in areas which can be 
more easily reached from the 
west. There is particular emo- 
tional satisfaction for Germans 
in helping relieve hunger in 
cities like Leningrad, which 
was so sorely afflicted during 
the 900-day wartime siege and 
bombardment 

Yet there is little evidence 
that large numbers of Soviet 
citizens are preparing, or able, 
to cross the heavily guarded 
Soviet border in the foresee- 
able future. Once Soviet citi- 
zens are granted the right to 
hold western-style passports, 
as expected next year, there 
will certainly be an increase in 
applications to visit, work and 
emigrate to western countries. 
But that is quite a different 
issue. 

It also has to be borne in 
mind that if parts of the Soviet 
Union go hungry this winter, 
as seems increasingly likely, it 
will not be because this vast 
country is incapable of produc- 
ing enough food. On the con- 
trary, it had a record harvest 
of grain this year. 

Command economy 

If Soviet citizens go hungry 
it will be partly because the 
distribution and transport sys- 
tem bas broken down, this 
being largely a symptom of 
suppressed hyperinflation. 
Above all. neither President 
Gorbachev nor any other 
Soviet leader has been able to 
change the fundamentals of a 


system which was not designed 
to improve the wealth, health 
and happiness of the people. 
The function of the command 
economy was, instead, to raise 
the military strength and polit- 
ical influence of the state. 

That is no longer the over- 
riding aim of the Soviet gov- 
ernment But Mr Ivan Silyaev, 
the Russian prime minister, 
recently announced at a meet- 
ing with 280 top defence indus- 
try officials that in Russia, the 
largest of the 15 constituent 
republics, “defence industries 
still account for 55 per cent of 
all industrial production”. The 
story is similar throughout the 
Soviet Union. 

Wholesale destruction 

Admittedly, an estimated 40 
per cent of production from 
military plants is made np of 
civilian goods - from baby 
carriages to refrigerators. It is 
also true that the Soviet Union 
is now committed to the whole- 
sale destruction of its arsenal 
of tanks, guns and aircraft sta- 
tioned in eastern Europe and 
Russia up to the Urals. 

The fact remains that the 
Soviet people are poor because 
the economy was designed to 
serve a military-industrial 
complex which, for more than 
60 years, has consumed the 
h ulk of the human and mate- 
rial resources of this richly 
endowed country. It continues 
to do so. 

No amount of western aid 
will help the Soviet people 
until this system is dismantled. 
That requires a clear-cut vic- 
tory for those “reformers" bat- 
tling a military-industrial com- 
plex determined to retain its 
privileged access to resources. 

Another fundamental reason 
for the Soviet Union's abiding 
poverty is the murder, under 
Stalin, of millions of its best 
farmers. He deliberately 
destroyed the “sturdy yeoman 
farmer” class created by Piotr 
Stolypin. pre-revolutionary 
Russia’s last great reforming 
prime minister. 

Soviet agriculture has never 
recovered from the destruction 
of peasant culture and re-intro- 
duction of serfdom in the 
shape of the collective farm. It 
will not recover until the grip 
of the collective farm and agri- 
cultural establishment is bro- 
ken and full rights to land 
ownership restored. 


M r Dale Hanson, a man 
with an easy smite, infor- 
mal Tnnnrwn- and relaxed 
mid-western drawl, 
seems about to provoke cries of 
a nguis h and outrage In boardrooms 
across America. 

For Mr Hanson, who counts duck 
shooting among his pastimes, is pre- 
paring to take aim at a particularly 
fat sitting target the pay packages of 
top US executives. And he carries a 
great deal of fire-power. As executive 
officer of the California Public 
Employees’ Retirement System, more 
commonly known as Calpers, he runs 
the largest public pension fond in the 
US, with some $56bn in assets. 

He is also at the forefront of an 
important new institutional share- 
holder activist movement which could 
strongly influence the way American 
companies are run in the 1990s. The 
activists, rallying round the cry of 
“better corporate governance”, want 
to make professional managers more 
accountable to their shareholders. 
Over the past two to three years the 
fledgling movement has started chal- 
lenging poorly performing companies 
on a range of contentious issues, nota- 
bly “poison pills”, a collection of 
devices designed to protect a business 
from the threat of takeover. 

Now, however, the activists are 
moving on to much broader ques- 
tions, such as executive renumeration 
and the composition of boards. They 
tend to prefer boards with a majority 
of non-executives and a separation of 
the roles of chief executive and chair- 
man. Many executives resent the 
interference. 

Mr Hanson, for one, stirred up con- 
troversy last January when he had 
the temerity to write to the board of 
General Motors, which was about to 
choose a successor to chairman Mr 
Roger Smith. How, he inquired, would 
the board evaluate the new chair- 
man’s performance and what was GM 
doing to maintain dialogue with its 
shareholders? 

And only last month he provoked 
the wrath of the Business Roundtable, 
a ginger group bringing together 
some 200 leading US companies, by 
distributing a questionnaire to thou- 
sands of executives seeking their 
views on a variety of corporate gover- 
nance issues. The aim was to identify 
a national pool of talent which could 
be supplied as outside directors to 
companies needing non-executive 
board members. This would be similar 
to the list kept in the UK by Pro-Ned, 
the Bank of England-backed group 
which campaigns for boardroom 
reform. 

The activists’ supporters say the 
prickly reaction of big business under- 
lines the importance of the move- 
ment. The institutions, they argue, 
could prove an important spur to 
business efficiency in the 1990s, per- 
forming a similar role to that played 
by the threat of a takeover in the last 
decade. 

The movement’s most potent 
weapon is the “pro xy" - proposals 
which have to be put to a vote of 
shareholders, most commonly in the 
company annual meeting season of 
late spring and early summer. 

Mr Hanson says that one of subjects 
he will be raising in proxy contests 
next year is executive compensation, 
which “in many respects has got out 
of hand”. There are some companies, 
he complains, which have been con- 
sistently poor performers but where 
“compensation continues to grow in 
leaps and bounds". He would like to 
see some consistency brought to the 
process, with board members' pack- 
ages decided entirely by committees 
of non-executive directors. 

“We expect to hear some real 
squeals this year," he says with rel- 
ish, in an interview at Calpers’ mod- 
ern headquarters in the Californian 
state capital of Sacramento. 

It has taken a long time for Amer- 
ica's institutions to wake up to their 
potential power and wield it collec- 
tively. Only five years ago most share- 
holder proposals, other than those 


Martin Dickson on the rise of an institutional 
shareholder movement seeking to improve 
the governance of leading US companies 

Investors wake up 
to their power 



launched by corporate raiders, con- 
cerned social issues and it was very 
rare - if not unprecedented - for a 
proxy opposed by management to be 
adopted. “Most of us on the institu- 
tional side would agree that for too 
many years we thought of ourselves 
as investors and not owners," says Mr 
Hanson. 

Several factors have combined sud- 
denly to change this. One is the sheer 
growth of institutional investment 
and the iiarHrm of the individual US 
shareholder, in 1970 pension funds 
owned about 9 per cent of outstanding 
US equities; today the figure is 
approaching 40 per cent 

Moreover, the nature of institu- 
tional investment bas also been 
chang in g The past few years has seen 
great growth in passive indexing. This 
rnaann that investors do not try to 
pick stock market winners them- 
selves, but merely make up a portfolio 
composed of the weighted constitu- 
ents a t market indexes, such as the 
Standard & Poor’s 500. The rationale 
is cost efficiency and the fact that 
very few fund managers can outper- 
form the indirpK over tha long term 
Calpers, for example, has indexed 
some 80 per cent of its domestic equi- 
ties portfolio. 

But passive indexing makes it less 
likely that an Investor will sell the 
stock of a poorly performing com- 
pany, and tha t give s the fund man- 
ager a powerful incentive to improve 
tiie group’s record. 

(However, Calpers is now experi- 
menting with a new indexing tech- 
nique, which allows it to target better 
performing companies. Mr Hanson 


says that if this tod works the fond 
would be able to walk away more 
easily from the “out and out dogs”.) 

Another factor encouraging the 
activists has been a whittling away of 
shareholder power, particularly in the 
field of takeovers. A landmark here 
was a Delaware court ruling last year 
over the proposed Time-Warner 
merger, which upheld the right of 
management to reject one takeover 
Ud in favour of a lower priced deal 
which the board deemed better for 
long-term strategy. 


After initially challenging 
poorly performing 
companies, the activists 
are moving on to much 
broader questions, such 
as executive 
renumeration and the 
composition of boards 


This year has seen a rash of anti- 
takeover legislation at state level, 
most notably in Pennsylvania and 
Massachusetts, designed to protect 
local companies. Mr Hanson says 
these “kneejerk reactions" are “a real 
dangerous thing to be having occur- 
ing, particularly as we’re trying as a 
nation to compete in a global market- 
place". He is urging tbe federal gov- 
ernment to create' a national cor 
ra te law which could harmonise 
current mishmash 


A '.'final factor encouraging the 
activists is sheer revulsion against 
the excesses of the 1980s, when man- 
agements pai d “greenmail” to see off 
corporate raiders, put in place elabo- 
rate poison pills to entrench their 
positions or launched buy-out bids 
which offered them vast personal 
riches for relatively little effort. 

The most notorious of the buy-outs 
was the unsuccessful offer launche d 
for RJR Nabisco, by its high-living 
chief executive, Mr Ross Johnson, at a 
prfoe which a subsequent frenzied bid- 
ding battle was to prove extremely 

cheap. 

.The fight for RJR - which came to 
be seen as a symbol of executive 
greed - was chronicled in the book 
Rarhariang at the Gate, published ear- 
lier this year. Mr Hanson, who has 
distributed copies to all members of 
the Calpers board, says the book has 
done “more for corporate governance 
than anything we or any of the other 
activists will ever accomplish”. 

It was probably inevitable that Cal- 
pers should emerge as one of the lead- 
ers of tiie shareholder rights move- 
ment One reason is its sheer size, 
another is a tradition of activism that 
stretches back before Mr Hanson’s 
arrival, in 1987 from Wisconsin, where 
he was number two in a state retire- 
ment fund. “What we have really 
tried to do since 1987 is focus more on 
poor performers,” he says. 

He reckons that 1990 will go down 
as a watershed year for corporate gov- 
ernance because “shareholders learnt 
there is power in a proxy, but more 
importantly I think management - 
and an Illustration is Lockheed - has 


shown that you should listen to your 
shareholders". 

Lockheed, the poorly performing 
aerospace group, was forced to begin 
talking to its institutional sharehold- 
ers after Dallas investor Mr Harold 
Simmons built up a 19 per cent stake 
and tried to take boardroom control 
through a proxy battle. . 

The institutions made clear' that if 
the chairman, Mr Dan TeBep. wanted 
their backing for his slate of candi- 
dates, then he must start ..making 
changes in the way the business was 
run. This autumn, for example, . the 
company watered down its anti-take- 
over poison pill on li nes shaflar to 
those suggested by Calpers. 

The Californian fond 'has.devfced a 
so-called “chewable pill" which it 

argues is a fair compromise between 
the interests of management and 
shareholders, since it gives the foriner 
breathing space in the event of a hid 
yet allows shareholders to accept a 
genuine cash offer. 

Mr Hanson says Calpers prefers to 
talk quietly behind the scenes to com- 
panies than to take more aggressive 
public action. But if dialogue does not 
work, it can fall back not only on the 
proxy but. in the last resort, the 
threat of legal action. For example, it 
is currently Involved in litigation 
with Occidental Petroleum over the 
use of company funds to build a 
museum - or “golden mausoleum”, 
as Mr Hanson contemptuously refers 
to it - for the art collection of Mr 
Armand Hammer, the ch a ir man. 

The institutions may be about to 
get more muscle to fight proxy bat- 
tles. The Securities and Exchange 
Commission is considering calls by 
them for changes in the voting rules 
which currently work against the 
activists, such as lack of assured 
access to lists of shareholders and 
peculiar methods of counting votes 
adopted by some companies. 

Perhaps most important ofall, the 
current rules forbid shareholders 
from canvassing more than 10 other 
investors, which greatly Inhibits the 
power to take collective action. “Its 
silly," says Mr Hanson, when “owners 
can't talk to one another." 

Nevertheless, he reckons that the 
gap between the activists and the cor- 
porate mainstream is narrowing and 
that the two sides are finding areas 
where they can work together use- 
fully. He cites as an example the huge 
healthcare problems facing US busi- 
nesses, where he says costs are two to 
three times those of some European 
and Japanese competitors. 

Maybe, but there is still clearly a 
big divide between the more aggres- 
sive institutions and much of corpo- 
rate America. Many executives not 
only resent outsiders trying to dictate 
to them but also complain that the 
institutions know for too tittle about 
the companies they have invested in, 
are for too short term in their think- 
ing, and were only too happy to sell 
out companies with long time hori- 
zons to quick-buck corporate raiders 
in the 1980s. 

So far as Calpers is concerned, Mr 
Hanson strongly denies this. He 
paints out that, as a matter of princi- 
ple, it has never invested in any of the 
aggressive buy-out funds and that the 
annual turnover in Its portfolio is just 
10 per cent “The average turnover of 
the New York Stock Exchange in 1987 
was 95 per emit" he adds, “so our 10 
per cent does not strike me as short 
term.” 

Nor. he adds, do the institutions 
always blindly accept the first offer 
that comes along for a company, and 
he tells of the day he was telephoned 
with a rumour that Mr Donald 
Trump, the New York financier, was 
going to make an offer for American 
Airlines, one of the most successful 
US carriers. 

“By that afternoon 10 of the major 
shareholders of AMR had already 
pretty much put a kybosh on that 
concept,” he says. Given Mr Trump’s 
subsequent decline and fall, this was 
at the least a moment of enlightened 
institutional self-interest. 



Chairman’s 
red card 

■ They say that there are only 
two things good company 
chairmen have to do welL 
Shake lots of hands and know 
when to sack the chief execu- 
tive. 

So what do they do with tbe 
rest of their time? 

Peter Drew, who took over 
as chairman of Taylor Wood- 
row at the start of the year, 
has shown that the chairman’s 
overseas trips do not have to 
be just a polite excuse for an 
ail-expenses-pald foreign holi- 
day. 

With the sort of teamwork 
one has come to expect from 
Britain’s premier construction 
company, he has painted the 
company's Christmas card. 

It is a passable water colour 
of St Basil’s cathedral, over- 
looking Red Square in Moscow, 
which Drew sketched on a 
recent business trip, in 
between checking up on how 
work was progressing on a cou- 
ple of Pizza Hut restaurants 
his firm was building in the 
Soviet capital. 

Until now Drew, a member 
of the Worshipful Company 
of Painter-Stainers, has been 
best known for thinking up 
Taylor Woodrow’s successful 
St Katherine’s dock develop- 
ment. Are there any other com- 
pany chairmen out there with 
time on their bands and hidden 
talents? 


Smoking gun 

■ The competitors of Allianz, 
Europe’s biggest insurance 
company, should take no 
comfort from the feet that Mr 
Wolfgang Schieren, who has 
masterminded the group’s 
relentless overseas expansion 
over the last 20 years, is step- 
ping down. His successor, the 
51-year old Friedrich 
Schiefer, is an equally formida- 
ble character. 

The pip&emoking Schiefer 
is a professional manager to 
his fingertips. 

An ex-Mc Kinsey man - he 


Observer 


was a partner in tbe US man- 
agement consultancy — his 
outspoken, cosmopolitan style 
contrasts with the more 
relaxed, though no less deci- 
sive, approach of Schieren. 

The latter first made his 
name outside Germany by 
leading the Munich-based 
Allianz into a contested bid 
for Britain’s Eagle Star In the 
early 1980s. Although BAT 
Industries eventually came 
to its rescue, Allianz walked 
away with a handsome £L57m 
profit 

Those who have met 
Schiefer, currently finance 
director, have been Impressed. 
“He’s tali, handsome, intelli- 
gent, rich and what’s worse, 
he’s a really nice guy,” says 
one London Investment ana- 
lyst He is expected to broaden 
Allianz's horizons as a global 
financial services group. 

But he will also have to 
address growing concerns that 
the hectic overseas expansion 
— c ulminating 1 in this year’s 
$3.3bn purchase of Fireman’s 
Fond of tiie US - is diluting 
the quality of tbe earnings of 
Germany's biggest blue-chip 
company. 



Revolutionary 

■ Prime ministers may crane 
and go but Edward de Bono, 
the globe trotting lateral 
thinker, keeps on. As the pub- 
licity for his latest work. Hand- 
book for the Positive Revolu- 
tion, proudly proclaims, 
“Yellow is the colour of tiie 
revolution. It will also be the 
pages of what is probably the 
first book to be printed entirely 
on yellow paper.” 

In feet, British Telecom just 
nipped in ahead of Edward 
with the yellow pages. But 
what use are lists of plumbers 
and electricians compared with 
de Bono's thoughts? 

After all, his last book, “I 
am Right, You are Wrong", 
“was a direct challenge to the 
core thinking of western cMt 


_ more of a 

society." 

isation and laid the ground- 
work for the positive revolu- 
tion”, according to his public- 
ity. So now we know why Mrs 
Thatcher resigned. 

The following gem from Ms 
last book is a sample of what 
you can expect “Someone tells 
you that your accountant has 
defrauded you. You listen and 
then say ‘po*. This means 1 
have taken in what you have 
told me but 1 am not switching 
into an emotional or reaction 
pattern right away.” 

As Mr de Bono’s blurb 
describes it, “at the core of 
what he says are important 
points.” They are just hidden 
extremely weH 


Party line 


■ wm Professor Roland Smith, 
who has more company direc- 
torships than most, lose his 
nerve again and cancel for the 
second year running British 
Aerospace’s traditional Christ- 
mas party, tomorrow? 

Last year, it was axed 
because of the political storm 
over the Rover sweeteners. 
This time another political row 


has blown up following last 
week’s announcement that 
BAe’s bloated military aircraft 
business is to undergo some 
radical corporate surgery. 

Despite the better judgment 
of his public relations faww 
who argued all he had to do 
was to give the Fleet Street 

hanks a d rink and talk ahn^t 
his beloved Manchester United, 
Professor Smith postponed last 
year’s binge until late January. 
This lima hie public relations 
team is threatening to quit 
if the prof does not go ahead 
with his yuletide merriment 

Meanwhile, the professor's 
not particularly well-developed 
diplomatic ski lie look 11 kg 
being stretched in another - 
direction. With its military - 
business in a slump, BAe has 
started to look lovingly again 
at its stake in the European ' 
Airbus consortium. 

This was certainly not the 
case last year when Professor 
Smith, worried over BAe’s 
exposure to the loss-making 
Airbus, was renowned for his 
constant sniping at the project 
and its finances. 

Indeed, this resulted in at 
least one corp o r ate casualty 
when Adam Brown, a BAe 
employee seconded to Airbus 
as tiie group’s vice president 
fin- strategy, criticised his 
boss's lack of enthusiasm for 
the Airbus. The luckless Mr 
Brown was recalled from Toul- 
ouse and given a dressing 
down by the BAe chairman. 
However. 1 am sure that Pro- 
fessor Smith will be glad to 
hear that after taking a year 
off, Brown is now back in Toul- 
ouse in his old job. although 
no longer on the BAe payroll 


Identity crisis 

■ President Gorbachev, in the 
midst of his current economic 
woes, recently told reporters 
that he and President Bush 
had a similar problem. 

The Russian leader joked 
that Bush has 100 bodyguards. 
One of them may be a terrorist, 
but he doesn’t know which. 

Gorbachev has 100 economic 
advisers, anil one of them is 
smart.. 


If you want to 
know what 
w ill happen in 

the world 
next year, w e re 
running 
a book on it. 


y What are the odd* for NAJXls stir-- 
\ vival in 1091? 

Wh° will Bril nm's political favour-' 
j^\ Quritcs be in the next twelve months? - 
"The World In 19b f explores-' 
the views «»f IPHilinp academic*. ‘ 
^ diplomam. htisiiit-Msmeitnnd 
journo I im«. on the much that will xhnpc - 
the world in the coming year and te-yond. 

Published by The Economist Publications, it loots at 
pmbnblc trend. i« the .arid, prfhb.1. blB j. 

lies* geography. 

On a more down ,o ennh note, i, „|so contains a reference - 
section, comprehensively illustrated with full rnlonr rhnrh 
and diagrams. 

The World In 1991" i* mailable 
now from alt pood newsstands. 

But there will be u rare f„ r i,. PUBUcSlONS 
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ill Stark choices in labour market 


T-?'. : r Vv , . w *K l >3 

ton W* f Nv iW 

i 1! > ^vn'.Vj 

*,•) . ' ;.** rrihe deepening recession 

*** ■;•'■ ? n .' 5 f iti ? a ‘ lndartr 7 & 

1 at : - . J| ^ 3b starting to present man- 

. . V • -n . %h*%' asers with intractable difficul- 
l*u,V‘ 1 «• hi, ; «» handling of skilled 

~ : hli- workers. Many have long mem- 

' .‘ i . "Si’w %■>' orles of the recession, of a 

’■■■!• ... ■ t£' decade ago: how they slashed 

workforces only to be faced 
/_ . ... '/* th,. with severe skfll shortages by 

r ^\'' :u < '-iii-r the mid-1980s. They do not 

^Tfj . . . . , - want to repeat the process, bat 

. ' V: t ,|. v they may have htfle choice; 
‘? v "- .... : -V JL&fc. * n * paradox fadng manag- 

IK- ir Jlir 34. ers is amply Illustrated at the 
wfc :■ : I'-’ ii iiu„, ' to?'- UncartMro division of British 

hh\ :. ; i ‘;jEaej£. Aerospace, the de fe nce equip- 

rs-iis i '• -n- 'i”, 0| ihfc' meat manufacturer, which last 
»■* . i-jn’V- rc to : week announced plans for 5,000 

. s ‘ fob losses in its nrilitaiy air- 

i ‘ ‘ ‘ ■ : ‘ *%•!-.’ , ,B hS 1 craft division. BAe’a 

' : u ' r north-west military operation 

s ii "... * ■ v™ i to jJ- - wffl lose one of its three plants 

' ’ *'•■' • ; T naifc? and 3,000 of its 15,000 workers. 

; Yet managers will still face 

‘ T severe recruitment problems. 

t wt ‘ ! “ ’ : haii^ c The three factories have for 

‘‘^ v b{T - some time had vacancies for 
ili ‘ i* ' - about 400 technical jobs in 

w.:,. .' . j .fid areas s»w*h as electronics, com- 
•“» * - lr ■ ! . -ytntg S’- puting and avionics. Managers 
<‘..i -. - ; i.' 1 say the cats axe unlikely to 

’■i;?!.- .' * v . lr!i affect significantly the need for 

- j' ) It qO such workers. Tbls- apparent 
uJ.m- •fjrtjjiJ. contradiction - a dwindling 

Krffi ..." " 1 ■."unbiJ ■ number of jobs combined with 
\ v "^C|^. an inability to recruit gMTIpd 
rr:i\ , ' . l ‘ : V- - r:r!ni )S j' employees - is becoming 

j.j r , •»..*• ‘ skf 1 faxmliar to many of the people 

i'si— • .V* lia? who hire Britain's workforce. ' 

?pr ‘, • "‘-'-a i.’iii'iy Pmonnel rnanagers caught 

. ' J -“ l " : ^ up in recession are already 

>; \ *“ ' uncomfortably trapped 

f'.J: : 1 between conflicting pressures. 

r> v i They must cut coste, and lay 
STc.A,. . !. v .' ft ' off workers. Yet they must also 
st* .... it retain those workers with 

1 : • ■ bWI1s vital to complex produo- 

:ft ' r, .r?. 1 tion processes. And they must 

v. v!i ... avoid the cuts leading to a 

Sf-ih : '"-i'rir. wima of betrayal flwnrig the 

w*. workers they have tried to 

* i;:.-; - motivate . through employee 

■t»\M . .'3 1 involvement schemes and new 

forms of team work. 

: . ., !a c Perhaps the crucial question 

■iisti!-.:' •• .. • l : 5c ? for companies is whether they 

can main fain adequate levels 

• i:<. of investment in young work- 

wi" V.. ■ ere so that when recession 

)l . T " ■ ■ •> :■ ends, industry is ready to pick 

*;- 5 " ! ; up. The temptation to cut 

■ 1 5 training is growing, partly 

I,v because funds are tight and 

' ■= '■ .. partly because nnmnploymeiit 

Ji'.'v-:’-: i : . - has risen from its nine-year 

«■ *•* ; • • low of L55m in June to Lfffrn 

sv i' 1 '-- in October - and perhaps to 

•. more than 2m by the end of 

^ next year. 

Significant skill shortages 

• ? 7 -.^ . _■ !> stffl exist, but they are easing 

■ According to the Confederation 

- . .. >7“. of British Industry, about 15 


Recession is forcing many British companies to make difficult decisions on the 
recruitment of skilled staff and job tr aini ng for young workers, writes Michael Smith 
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per cent of employers ques- 
tioned in a survey in October 
suffered production losses 
because of skill shortages; at 
times last year the figure was 
25 per cant. Industries which 
have been in recession for 
some time are particularly 
worried about training budgets 
and their implications for the 
future health of the sector. 

According to the British 
Print ing Industries Federation 
- which represents print com- 
panies - the number of places 
filled on a Youth T rainin g 
Scheme it administers has 
fallen from 800 in 1989 to 
barely above 500 this year 
because of a lack of demand 
from companies. “We have 
been telling companies that 
training is not a luxury but the 
message sometimes seems to 
be fatting on ears, ” «y « 
Mr Shaun Leslie, BEEF'S com- 
mercial director. 

Mr Leslie says that print 
companies may repeat the mis- 
takes of the last recession in 
cutting the workers who they 
will need when they want to 
expand output again. 

The personnel manager of 
one small print company says 
he was given a t raining budget 
at the start of the year only to 
see it taken away by his supe- 
riors. “Training has been 
slashed and we have not taken 
on any apprentices this year. 
Two years ago we had half a 
dozen," he says. 

Cuts in apprentice t ra i ning 
budgets are also a feature of a 
restructuring at EGC Interna- 
tional, the china clay producer, 
in west Britain. It has stopped 
fairfng- on apprentices in Devon 
and Cornwall at a time when it 

The crucial question . 
is whether 
companies can 
maintain investment 
in young workers 

is cutting 750 of its 5,000 work- 
ers. Last year 24 apprentices 
began training with the com- 
pany. This year there are none. 

Mr dive Gronow, operations 
director, says the way the com- 
pany is structu ring the redun- 
dancies means there is no dan- 
ger of a aWn shortage in the 
1990s because young people are 
staying on. An early retire- 
ment scheme now means that 
fewer workers will go aver the 
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Companies reporting skill shortages 
limiting output 



next five or six years. 

Companies that have chosen 
to make younger workers bear 
the brant of redundancies are 
also cutting apprenticeships. 
Faced with c utting 309 workers 
from its workforce of 970 in the 
past year, the truck maker 
ERF opted for a last-in, first- 
out policy on the shop-floor. 
Younger w orkers were the first 
to go. 

BBF took on six apprentices 
this year, down from 12 in 1989, 
and is planning no intake in 
1991=- None the less it has no 
intention of repeating what it 
sees as the mistake of a previ- 
ous recession and making 
existing apprentices redun- 
dant Mr Paul Foden, manage- 
ment services director, says: 
“After 1983 there was a lack of 
people coming through Into 
skilled jobs and we had to go 
out into the market to get peo- 
ple who bad been trained by 
other companies, like 
Rolls-Royce. They brought 
their vices with titan.” 

Memories of an earlier reces- 
sion are also fresh in the mfariR 
of managers at GEC Marconi, 
the defence equipment, elec- 
tronics und aerospace group. 
Mr John Sbrlgtey, personnel 
di rector , says the company is 
wqieriBnriwg fewer drill short- 
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ages than it has for 15 years 
but it does not intend to slash 
the 500 or so graduates it takes 
an each year. 

Mr Shrigley believes the test 
for hhn in this recession will 
not be so much getting new 
blood but keeping the talent 
the company already has. 
“Although skfll shortages have 
eased, it is no easier to retain 
skilled people.” Mr Shrigley 
says such problems may 
worsen because defence is no 


‘Training has been 
slashed. We have 
not taken on any 
apprentices this 
year’ 


longer the growth industry it 
was and other industries could 
prove more attractive: “We 
have to work harder to keep 
people.” 

Staff retention in a recession 
concerns many managers. One 
Tnarmg fti g director of a Swim 
don engineering company says 
there is a dang er that the lack 
of overtime at his company, 
caused by the business down- 
turn, will tempt some employ- 


More questions and 
answers on the hard Ecu 


ees to seek employment else- 
where. “Fortunately most 
other businesses are suffering 
from the same problem. But if 
it got worse for us than for 
others, we might consider 
reducing our staff and increas- 
ing the amount of overtime 
available to those who are 
left.” he says. 

Mr Foden, at ERF, also views 
his wiam problem as maintain- 
ing morale. “The danger is that 
when people are not kept busy 
it is sometimes difficult to get 
them to do the job as well as 
they normally would. The 
workforce looks for some com- 
mitment to the future and 
some indications from the 
board that plans are being laid 
to secure the future of the com- 
pany." 

Elsewhere, the recession wifi 
restrict the growth of Initia- 
tives to attract women into the 
workforce which sprang up 
over the past year or so. The 
provision of cr eche s and career 
break schemes, aimed at help- 
ing women into employ- 
ment after taking time off to 
have children, could be the 
first to be affected. Mr Leslie Of 
the BPIF says several print 
companies were considering 
opening nurseries a couple of 
years ago but none have 
emerged. 

Some companies are still 
pursuing labour policies with 
an eye to a future in which 
shortages will remain. Mr John 
Adshead, personnel director of 
J. Sainsbury, the supermarket 
group, says staff turnover has 
declined significantly in the 
past year, down from 40 per 
cent to 32 per cent in the 
south-east because people are 
worried about their jobs and 
because of increasing unem- 
ployment 

The company Is pressing 
with nursery arid child- 
care vouchers pilot schemes 
none the less. “We are trying 
to create an environment In 
which we retain staff over a 
long period of time.” he says. 

Sainsbory's willingness to 
stick with the innovations of 
the 1980s may put it in a 
minority of companies if the 
recession grows. The training 
and recruitment initiatives 
taken in the late 1980s as com- 
panies realised the problems 
bequeathed by short-termism 
in the last recession have not 
yet been eliminated. But they 
are starting to suffer, and they 
will become more vulnerable 
as the economy deteriorates. 


A number of questions 
have been raised, nota- 
bly by Professor Tim 
Congdon (FT, November 14), 
about how the UK proposals 
for a hard Ecu managed by a 
European Monetary Fund fit 
into the three-stage process of 

transition to monetary union. 

This article answers them. 

In what sense would the hard 
Ecu be a parallel currency? 

The hard Ecu would be a 
parallel currency only in the 
sense that it would exist along- 
side national currencies in 
Stage Two. It would not be a 
parallel currency in the sense 
in which the term was used in 
the Defers Report: 

• It would not be inflationary. 
On the contrary, the hard Ecu 
could only subtract from infla- 
tionary pressures. It could not 
arid to them. 

• It would not complicate the 
process of transition to mone- 
tary union. On the contrary, by 
promoting convergence on low 
Inflation, it would help to cre- 
ate the conditions in which a 
viable monetary union in the 
Community as a whole could 
come about, if there was the 
political will to achieve it. 

The UK proposals would 
enable the Community to gain 
practical experience of manag- 
ing a common currency under 
strict counter-inflationary 

guidelines, before irreversible 
decisions were taken about 
replacing national currencies 
by a single currency. There 
would be no advantage in intro 
ducing a single currency to 
save transactions costs unless 
the new system was at least as 
counter-inflationary as the sys- 
tem it replaced. 

How critical would legal tra- 
der status be for the hard Ecu? 

Under the UK proposals, the 
hard Ecu could become legal 
tpnrtpi- throughout the Commu- 
nity during Stage Two, If mem- 
ber countries agreed. But the 
significance of thin step should 
not be overstated: 

• The critical factor for the 
use of a c ur rency as money is 
not whether it is legal tender, 
but whether it is acceptable to 
both parties in the settlement 
of a transaction. Legal tender 
status is only relevant to trans- 
actions settled in notes and 
min and only when the means 
of settlement has not been 
agreed in advance. Many types 
of transaction, especially large 
ones, specify the currency of 
denomination by agreement 


By Paul Richards 

• The ability of a monetary 
authority to set interest rates 
does not depend on whether its 
liabilities include legal tender 
bank notes, but whether it is 
regarded as the primary source 
of liquidity for the currency 
concerned, and whether its lia- 
bilities are totally free from the 
risk of default 

Would Hie KMFs solvency be 
in doubt? 

No. The liabilities of the 
EMF would be backed by statu- 
tory guarantees from the 
national central banks which 
owned it In any case, the EMF 
should not make a loss: 

• First each national central 
bank could be required to guar- 
antee the exchange value of 
the EMF's holdings of Its 
national currency against 
devaluation on realignments, 

• Second, even if not experi- 
ence in the ERM has shown 
that the overall return (taking 
capital and income combined) 
on weak currencies has tradi- 
tionally been greater than on 
strong currencies. 

Would the EMF be able to con- 
trol the size of its balance 
sheet and Influence monetary 
conditions in hard Ecus? 

Yes. The EMF would be able 
to control the size of Its bal- 
ance sheet by. 

• Setting interest rates ou its 
own hard Ecu liabilities and. In 
due course, by influencing 
hard Ecu interest rates 
through open market 
operations; and 

• Presenting excess holdings 
of any one national currency to 
the relevant national central 
bank for payment in hard Ecus 
or other hard currencies. There 
would be pre-set limits on the 
amounts or {apportions of each 
national currency that the 
EMF could hold. 

By influencing hard Ecu 
interest rates, the EMF would 
influence monetary conditions 
in hard Ecu finnm-ini markets, 
taking account of monetary 
growth across the Community, 
among other factors. 

Would the UK proposals create 
a grey area in the Communi- 
ty’s monetary policy in Stage 
Two? 

No. Decisions about national 
monetary policy would con- 
tinue to be taken at national 
level. Responsibility for the 
bard Ecu would rest solely 
with the EMF, which would* 
manage it without interference 
in the light of clear counter-in- 
flation objectives. In the first 


case national central banks 
would co-operate, and in the 
second case they would act col- 
lectively, through the EMF. 
How widely would the hard 
Ecu be used in Stage Two? 

• First, the use of the hard 
Ecu could be expected to 
develop over time In response 
to market choices. The attrac- 
tion of the hard Ecu to inves- 
tors would be the commitment 
not to devalue it at realign- 
ments against their national 
currency. The attraction to 
borrowers would be the low 
interest rate, which should be 
at least as low as on the stron- 
gest national currency and 
probably lower, once the bard 
Ecu's liquidity and the EMF*s 
credibility in the market had 
been es tablished 

• Second, the hard Ecu would 
be more likely to be used for 
transactions initially by busi- 
nesses and their banks at the 
commercial level than by Indi- 
viduals at the retail level Indi- 
viduals are traditionally reluc- 
tant to give up the use of their 
national currency, whereas 
businesses and banks trade 
across borders in different cur- 
rencies all the time. 

• Third, the use of the hard 
Ecu would be likely to grow 
more quickly in substitution 
for national currencies if mar- 
ket participants considered 
that it would one day become 
the Community's single cur- 
rency. That would not mean 
that irreversible decisions 
about the single currency 
would need to be taken now. 

• Fourth, the UK proposals 
should not be Judged solely on 
the circulation achieved by the 
hard Ecu. Their objective 
would be to reinforce conver- 
gence on the lowest rate of 
inflatio n in the Community 
through the monetary disci- 
pline that they would exert on 
national central banks. The 
hard Ecu would act as a Euro- 
pean standard. 

• Finally, a decision by menf- 
ber governments about when 
to move from Stage Two to 
Stage Three would not depend 
on complete substitution of 
hard Ecus in place of national 
currencies first But the exer- 
cise of market choices in 
favour of the hard Ecu would 
he one of the factors that mem- 
ber governments would take 
into account in deciding when 
the time was right to do so. 
The author is a director of Sam- 
uel Montagu. 
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Legal forum shopping in the EC 
is to be discouraged 


From MrEtooood A Bickless. 

Sir, As an American lawyer 
practising in Europe for the 
past SO years, I am sorry to 
condnde that the premises of 
Messrs Bishop and Came (“EC 
suffering from Ignorance of 
market -for legal services”, 
November 5) are without foun- 
dation. 

There is no Europe-wide 
“market” for litigation services 
because the overwhelming 
number of plaintiffs in legal 
actions very rightly have little 
choice about where to bring 
their actions, nor should they. 
It is very Kkely that an action 
on contract between a Dutch 
and Italian firm could be 
resolved most cheaply in a 
French country town, but no 
ana in his right mind is going 
to translate bandies of docu- 
ments into French and trun dl e 
witnesses from Holland and 
Italy to, say, Nantes to sit at 
trial because the lawyers’ 
hourly rates are cheaper there. 

That the United Kingdom is 
a preferred jurisdiction for res- 
olution of International trans- 
actions however, has little to 
.do with the cost — which is 
high. It has more to do with 
the fact that a far larger num- 
ber of transactions and dis- 


putes are conducted in the 

Rn gWah Ifln gnn gp than fn any 

other, and also to a justified 
belief that both barristers and 
judges in England provide a 
high degree of professional 
competence and disinterest in 
their dealings and delibera- 
tions. 

Even so, forum shopping is 
to be discouraged. The cost to 
a national court system of 
hearing and deciding cases 
between nan-residents disput- 
ing issues that have nothing to 
do with the forum, can be 
exceedingly frj gh- 

As for EC law. it is not the 
American lawyers who will 
enjoy a monopoly to pontifi- 
cate In spite of pretensions of 
certain of oar colleagues to an 
EC expertise, ft is the Euro- 
pean lawyers, who are directly 
involved in developing a body 
of law- before the High Court in 
T-irramh onrg and relating their 
own national laws to those of 
the EC. Interesting an exercise 
though it may be, American 
lawyers are not able to en t e r 
foto practical competition with 
European lawyers in advising 
on EC law. 

Etwood A. Bickless, 

Whitman & Ransom, 

11 Waterloo Place. SW1 


Scottish hubbub is 
the result of absurd 
Westminster system 


...And hereisLawson’scriticism 


From Afr S K Beech. 

Six, You published (^Tie 
case for a tax on credit • 
Nov emb er 22) an argument by 
Iain Brag and Martin Weale for 
applying Vat to interest pay- 
ments with mortgages, for 
instance, forming a possible 
exception. 

I put the very same propos- 
als to Nigel Lawson, the then 
chancellor, a little over two 
years ago. . 


staff replied that the pos- 
sibility was precluded by the 
EC 6th Vat Directive, and 
added that ft was further con- 
sidered distortionary, unfair, 
adminis tratively complex and 
prone to avoidance, cri ti ctens 
that I - and no doubt Begg 
and Weale - will find hard to 
accept-. 

S R Aoor.Ti, 

2 % Burst Lane. BoUtogtan, 
Macclesfield, Cheshire 


From Mr Michael Turner and 
Mr Richard Mowbray. 

Sir, As a des cripti v e account 
of the current constitutional 
rrifris in Scotland, James Bux- 
ton’s -article (“The Scots who 
want to be alone", November 
28) is unexceptionable. How- 
ever, it is d e fic ie n t in that it 
fails to diagnose the real cause 
of the crisis. 

Burton dal™ (hat the prob- 
lems stem from “ dissatisfac- 
tion in Scotland with the work- 
ing of the Union", particularly 
“after the 1987 ejection when 
the Conservatives, left with 
only 10 out erf the 72 Scottish 
parliamentary seats, imposed 
unpopular policies". 

In our opinion, the present 
hubbub in Scotland is the cart 
sequence of the operation of 
the absurd voting system used 
in Westminster elections. This 
gives the Tories and Labour 
overwhelming (and false) par- 
liamentary majorities in 
rengfemd and Scotland respec- 
tively - aWhnw gh each party 
ha« won only minority popular 
support (43 per cent of the 
votes) in its fief. The conse- 
quence is an utterly false 
dichotomy of a “wicked Tory 
England" and a "caring Labour 

Scotland". 

As long as Westminster con- 
tinues to be elected by first- 
past-the-post, even a Labour 
go vernment in London (and 
certainly a Tory government) . 
would find itself in conflict 
with a parliament in Edin- 
burgh elected on t he ba sis of 
proportional representation (as 
proposed by the Scottish Con- 
stitutional Convention). 

The hard reality is that a 


Scottish parliament, built upon 
the Union, would be broken for 
two reasons: 

' First, a proportionately- 
elected Scottish parliament 
would claim greater popular 
legitimacy. 

Second, such a parliament 
would be powerless on those 
issues which matter most to 
people in Scotland - unem- 
ployment and inflation. 

In such circumstances, a 
Scottish parliament (to justify 
its existence) would inevitably 
foment discord with Westmin- 
ster, to Mail* thw lat- 

ter for its ineffectiveness. Nat- 
urally, the SNP would remind 
voters that It had always 
argued (correctly!) that a 
devolved parliament would 
achieve nothing. In conse- 
quence, the conditions would 
have been established for a 
popular shift towards indepen- 
dence — and the Union would 
be doomed. 

But If FR were first intro- 
duced for Westminster elec- 
tions, then a subsequent Scot- 
tish parliament would not 
impose intolerable strains on 
the Union. Indeed, with a fairly 
elected Westminster, the issue 
would probably become a dead 
dud. It is because Labour and 
the Tories win not pledge FR 
for Westminster first, that they 
as well as the SNP pose a 
threat to the United Ki n gdom. 
Michael Tomer, 

Former treasurer - SDP Scot- 
land, 

Richard Mowbray, 

Member, Scottish Liberal Demo- 
crats, 

MonticeUo, Farquhar Road. 
Port Glasgow 


Links between civil service and Number 10 are not what they seem 


From Ur David Falcon. 

Sir, Joe Rogaly’s commente 
about polteyfornnilation (“Win 
the real Mr Major stand np , 
November 28) are important. 


Mssibly corrosive effects, of reestablish, in whatever form, 
pasaiuijr wj. an-i, vflhir.les. Placme a 


public scrutiny. 

policy formulation has suf- 
fered in the UK in recent years, 
with the disappearance of 
.» 1 C, royal 


snch vehicles. Placing a 
greater reliance on the civil 
service for policy analysis will 
not be sufficient as the process 
of proffering advice to minis- 


that local government should 
in part be funded by a form of 
taxation that depends on 
knowing at all times the place 
of residence of every adult citi- 
zen, and be based upon a flat- 
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IRAQ REVEALS NO SIGN OF COMPROMISE UndeFSCa 

Saddam sees 50-50 chance of war world of 


By Tony Walker In Jeddah and Peter Riddell in Washington 


PRESIDENT Saddam Hussein 
of Iraq said yesterday there is a 

'‘50-50" chance of war in the 
Gulf, but he gave no sign of 
willingness to compromise on 
demands that he remove his 
forces from Kuwait In order to 
avoid conflict 

In comments to French tele- 
vision on the US offer of a 
direct dialogue on the Gulf cri- 
sis. Mr Saddam said a peaceful 
resolution of the conflict would 
depend very much on whether 
the Americans were genuine. 

“If this meeting is meant to 
be a true path of dialogue, then 
we are closer to peace,” be 
said. 

“But if this meeting is to be 
nothing more than a formal 
exhibition for tbe American 
Congress, the American people 
and international public opin- 
ion, then we are closer to war.” 

Iraq also issued a sharp 
rebuke to the Soviet Union 
over remarks made by Mr 
Eduard Shevardnadze, the 
Soviet foreign minister in 
which he threatened possible 
military intervention in the 
Gulf if Iraq continues to pre- 
vent Soviet nationals leaving. 

A Foreign Ministry spokes- 
man in Baghdad said yesterday 
that Mr Shevardnaze’s threat, 
made in an interview with 
Pravda, was “aimed at finding 
a justification for sending 
troops to the region.” 



removed its troops by January 
15. Mr Dick Cheney, the US 
defence secretary, meanwhile 
said Iraq had tested Soviet- 
made Scud missiles yesterday 
which were capable of carrying 
chemical weapons. 

Mr Cheney said in a US tele- 
vision interview that “it’s proof 
again, if anybody needed it. 
that he does indeed have ballis- 
tic missiles”. 

Allied forces in the Gulf 
were aware of the tests and at 
least the British troops there 
were put on alert. 

US military officials in the 
region refused to comment on 


George Bush: contacts 

The US yesterday ruled out 
any compromise or negotiated 
deal in the meetings with Iraqi 
leaders in Baghdad and Wash- 
ington which President George 
Bush has suggested and which 
President Saddam Hussein has 
accepted, though with little 
enthusiasm , despite his fre- 
quent calls for direct talks with 
the US. 

Tbe reaction in Baghdad 
reflects concern that Iraq is 
being outmanoeuvred diplo- 
matically, and that the US has 
been successful in firmly seis- 
ing the initiative since Thurs- 
day's Security Council resolu- 
tion authorising force to 
liberate Kuwait unless Iraq 


stepped-up defensive activity 
by US forces but said they had 
reports on the Iraqi missile 
tests. 

In Washington, a series of 
senior US officials firmly 
rejected Congressional calls fbr 
delay to allow more time for 
sanctions to work, arguing that 
this might risk the unity and 
strength of the international 
coalition. 

Over the weekend Mr Bush 
contacted several other world 
leaders to make sure, accord- 
ing to one senior official, that 
“our coalition partners under- 
stand that this is not an open- 
ing for negotiation or an invi- 
tation to others to pursue some 
sort of settlement outside the 
UN resolutions”. 

Mr Bush spoke on Friday to 


Mr John Major, the new Brit- 
ish prime minister Iraq, in an 
official statement accepting the 
offer of dialogue, again sought 
to link the Palestine issue with 
tbe Gulf crisis, saying: "Pales- 
tine and the other occupied 
Arab territories remain before 
our eyes and at the forefront of 
the issues that we will discuss 
in any dialogue." 

Mr James Baker, the US sec- 
retary of state, confirmed that 
within the mandate of the UN 
resolutions the US was pre- 
pared to talk about “all aspects 
of the Gulf crisis” and that thin 
could mean a post-withdrawal 
discussion between Iraq and 
Kuwait of their differences. 
Moreover, he confirmed that 
there had "never been any sug- 
gestion that force would be 
used if the UN resolutions are 
fully complied with”. 

The US does not want the 
Gulf crisis to become tangled 
up with the Palestinian ques- 
tion. Mr Baker said that if It 
was raised in Baghdad he 
woald say that Iraq did not 
invade Kuwait to hrfp the Pal- 
estinians and these are two 
entirely different issues which 
should not be linked. However. 
Mr Bush has said that once the 
immediate Gulf crisis is over 
there should be an urgent 
attempt to tackle these 
long-term Arab/Israeli con- 
flicts. 


Channel 
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Final chance to save talks on world trade 

By William Dullforce and Peter Montagnon in Brussels 


WORLD TRADE ministers 
have their final chance this 
week to prevent the interna- 
tional trading system from rot- 
ting away, the head of the Gen- 
eral Agreement on Tariffs and 
Trade (Gatt) said yesterday. 

"I insist on the word final ,” 
Mr Arthur Dunkel told report- 
ers, as ministers from some 100 
countries arrived in the Bei- 

S 'an capital to conclude the 
ur years of negotiations on 
the liberalisation of interna- 
tional trade, known as Gatt's 
Uruguay Round. 

The talks were in a crisis, Mr 
Dunkel acknowledged, but 
they could not be prolonged. 
Ministers had to take the polit- 
ical decisions that would res- 
cue the Round in the first two 
days of their scheduled five- 
day meeting starting today. 

If there were no signs of 
compromise over the contro- 
versial question of EC farm 
subsidies the world would go 
on, nobody would notice any 
ebange in a week's time. But in 
January, after the failure of 
the trade talks, some traders 
would discover obstacles to 
their business, more disputes 
would be referred to Gatt, a 
lack of confidence would set in 
and the world economy would 
not get the positive signals It 
so badly needed. 

The trading system would 
see “a sort of erosion, a rotting 
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Arthur Dunkel yesterday: “I 

from within”. What was 
needed was a compromise to 
break the stalemate over the 
reform of world farm trade, 
where the European Commu- 
nity’s offer, limited basically to 
30 per cent cuts in some inter- 
nal supports for farmers, has 
been dismissed by the US and 
H farm-exporting nations in 
the Cairns Group, led by Aus- 
tralia, as not even forming a 
basis for negotiation. 

Mrs Carla Hills. US Trade 
Representative, said that the 
whole Round - which aims at 
reaching agreements in 15 
areas including trade in ser- 


insist on the word final” 


vices and intellectual property 
rights - had become “badly 
infected” by the lack of move- 
ment on agriculture. 

On reports that, after win- 
ning yesterday’s general elec- 
tion, German chancellor Hel- 
mut Kohl might act to change 
the EC position on agriculture, 
Mrs Hills said she personally 
had received no such indica- 
tion from the Germans. After a 
meeting of the Cairns Group 
Mr Neil Blewett, Australia’s 
trade negotiations minister, 
said the agricultural issue 
would come to a head in 48 
hours. 


Tbe Cairns Group was insist- 
ing on firm commitments from 
the EC to cut export subsidies 
and reduce protection against 
imports. 

Community trade and farm 
ministers were meeting last 
night at an informal dinner. 
They were likely to discuss all 
outstanding issues, although 
there was no formal agenda, an 
EC spokesman said. 

The dinner was billed as a 
general strategy-setting occa- 
sion and senior officials 
warned against expecting any 
firm decision on the farm 
issue. 

As the political pressure 
built up on the EC to show 
flexibility over farm reform 
and save the trade talks. Euro- 
pean farmer organisations 
were planning a massive pro- 
test against subsidy cuts. 

They expect to mobilise at 
least 30,000 of their members to 
demonstrate this morning out- 
side the reconstructed Heysel 
centre, where the trade minis- 
ters will open their colloquy. 

Mr Dunkel said that the 
farmers* planned protest 
showed that the trade talks 
were firmly related to the real 
world. They concerned solu- 
tions to trade problems, eco- 
nomic growth and the creation 
of jobs. 

Canada cautious, Page 2; Bush 
warned, page 6 


UK stands ground over single currency 


By David Buchan in Lesmo, near Milan 


BRITAIN'S government 
yesterday signalled to its EC 
partners a shift in the tone, but 
none yet in the substance, of 
its opposition to a single Com- 
munity currency. 

Making his EC debut as the 
new chancellor of the exche- 
quer. Mr Norman Lamooc 
struck his fellow finance minis- 
ters as cordial but guarded. He 
pressed the hard Ecu plan of 
his new prime minister. Mr 
John Major, as the best stimu- 
lus for monetary policy conver- 
gence in the EC and Tor creat- 
ing a common and widely-used, 
ns distinct from single, cur- 
rency. 

Many of Britain's EC part- 


ners expect the Major cabinet 
to shift the UK’s position, but 
Mr Lamont made clear no 
movement would come until 
the Inter-governmental confer- 
ence (IGO on monetary union 
gets underway. He said '*1 have 
every hope the IGC can reach 
agreement and keep us moving 
forward together." 

“In the immense number of 
issues which have to be steered 
through (in the (GC). there are 
shades or opinion (among other 
countries) which give us the 
possibility of negotiating con- 
structively.” 

However, he dismissed as 
inaccurate an interpretation of 
the UK position from Mr Karl 


Otto Pohl, the Bundesbank 
president, who yesterday said 
be thought Britain was argu- 
ing for its participation in the 
planned EuroFed central bank, 
without accepting the final 
stage of monetary union. 

Mr Lamont said “we do not 
accept the need for the Euro- 
pean central bank”, which was 
the main focus of yesterday’s 
Informal meeting. EC finance 
ministers, however, generally 
endorsed the outline statute of 
tiie EuroFed, drawn up by EC 
central governors, led by their 
committee chairman, Mr PohL 

The bank governors had 
sought to translate political 
intentions - "the firm will of 


governments to go into a real 
economic and monetary 
union” - into the legal lan- 
guage of a treaty. Mr Pohl said. 

Left unsettled by the gover- 
nors were a few points, includ- 
ing the say of central banks in 
preventing exchange rate pol- 
icy moves that could jeopardise 
the overriding goal of price sta- 
bility, he said. 

Mr Henning Christ ophersen, 
for the EC Commission, 
warned finance ministers that 
growth in the Community 
would slow down to 2J25 per 
cent next year, picking up to 
Z5 per cent in 1992. 

Draft statutes for European 
bank. Page 2 


Gorbachev fight 
to save reforms 


Continued from Page 1 
waned as social discord has 
spread. He could still return to 
the Soviet leadership if Mr Gor- 
bachev's shift to the right is 
tactical rather than fundamen- 
tal. 

The Soviet leader’s decree 
appointing workers’ control 
committees to police the food 
and consumer goods distribu- 
tion system is likely to be 
widely welcomed as a measure 
for tackling chronic corrup- 
tion. 

Yet it may well be used by 
entrenched Communist Party 
officials in the provinces to 
smash the fledgling co-opera- 
tive sector, instead of combat- 
ing endemic corruption in the 
state distribution system. 


Telephones body to end curbs 
on international competition 


By Hugo Dixon in London 


FAR-REACHING reform of 
restrictive practices in the 
international telecommunica- 
tions industry has been started 
by the International Telegraph 
and Telephone Consultative 
Committee (CCHT). the inter- 
national telephone club. 

The effect should be to 
reduce the price of interna- 
tional calls, increase competi- 
tion and boost cross-border 
information services. 

The committee's move fol- 
lows the revelation earlier this 
year by the Financial Times 
that consumers throughout the 
world were being overcharged 


more than SlObn a year for 
international calls as a result 
of cartel-like practices. 

Two of these practices are 
enshrined in the committee's 
recommendations: an obscure 
accounting rate system, used 
to share revenues between the 
telephone companies, and tight 
restrictions on international 
private circuits which are 
designed to keep competitors 

out of the market. 

The committee has come 

under pressure from the Euro- 
pean Commission, which has 
told it that its practices could 

be in contravention of the 


Treaty of Rome's anti-trust 
provisions. 

A meeting of a committee 
study group in Geneva last 
month decided to sweep away 
most of the restrictions on the 
use of private circuits. In par- 
ticular, the group decided that 
customers should be allowed to 
lease capacity in bulk and then 
retail it to third parties which 
would allow operator to com- 
pete with the established tele- 
phone companies. 

Mr Tbeo Inner, the commit- 
tee's director, said he expected 

the new recommendations to 

come into effect late next year. 
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THE LEX COLUMN 


Putting a price 
on anxiety 


engineers 

By Andrew Taylor in Dover 


THE MAN handing out the 
emergency breathing equip- 
ment told us it would be suffi- 
cient for 90 minutes, long 
enough, he said, to escape 
from the world’s second-lon- 
gest undersea tiznneL 
The safety lecture is stan- 
dard procedure for visitors 
tothe Channel Tunnel which, 
after Saturday’s breakthrough, 
now stretches all the way from 1 
Britain to France. 

Above ground, Britain’s 
newest Customs post was oper- 
ating yesterday over the tun- 
nel workings at Shakespeare 
Cliff between Dover and Fol- 
kestone. 

All passports had to be 
shown to security officers 
before journalists were 
allowed into the large lift-cage 
which would take us loom 
below the cliff-top to where a 
train was waiting to take os to 
French soiL 

We were warned that Her 
Majesty's ever- vigilant Cus- 
toms and Excise might make 
spot checks on our r e tu rn just 
in case we were smuggling 
drugs or contraband through 
the newly-completed tunneL 
Our destination was 29km 
out from the Kent coast where, 
deep beneath one of the 
world's busiest waterways, the 
breakthrough between the 
British and French ends of the 
tunnel had occurred on Satur- 
day. 

At this point, under the 
Channel Tunnel Treaty, Brit- 
ish soil officially becomes 
French territory. 

The journey to the break- 
through point takes between 
IK to two hours in uncomfort- 
able steel trucks pulled by a 
diesel-engined construction 
train. 

The open doors of the car- 
riages are covered by a thick 
canvas web to prev en t trailing 
! legs and arms of tunnel ers, 
sleeping after an eight-hour 
shift, from being severed. 

The temperature is between 
70 deg F (21 C) and 80 deg F 
(37Q. At the tunnel face, when 
the massive diggfwp maphinas 
are operating; the temperature 
can reach 90 deg F (32C). 

Humidity is about 80 per 
cent. Small amounts of sea- 
water still percolate through 
the rock in places although 
most of the concrete-lined tun- 
nel is surprisingly dry. 

Alongside the construction 
railway can be seen four large 
pipes and thousands of miles 
of electric cables. The two 
largest pipes are to pump out 
seawater in an emergency. The 
others carry fresh water and 
compressed air. 

Our first stopping point is 
eight kilometres from the Brit- 
ish coast, where the world’s 
largest man-made undersea 
cavern has been hallowed out 
It looks about the size of a 
small cathedral. Here, trains 
will be able to cross over 
between the two main railway 
tunnels. 

After 16km, we are at the 
deepest point in the tunnel. 
Above us is 70m of rock and 
60m of seawater. The rock at 
this point has to withstand a 
pressure of about 2,0001b per 
square inch. 

There are a few women - In- 
cluding surveyors and a small 
number of canteen staff 
- among the 4,000 under- 
ground workers. 

Mr Colin Kirkland, Eurotun- 
nel's technical director, says: 
“Twenty-five years ago, 
women were not allowed 
underground; they were 
regarded as unlucky.” 

British workers are not 
allowed to bring their own 
fowl into the tunnel for fear of 
attracting rats. The workers 
are also not allowed to smoke 
or drink alcohol underground, 
unlike French tunnellers who 
can do both. 

At 22km, we reach the 
breakthrough point - a nar- 
row door through the chalk 
2m high and im wide. At last 
we are in France.. 

It has taken just over two 
hours to get there. Another 
hour’s ride away is Calais, but 
that may have to wait until 
1993 when the proper trains 
are due to start and the jour- 
ney from Britain to France 

will take just 30 minutes. 

• The world's longest under- 
sea tunnel is the Selkan Tun- 
nel between Japan’s northern 
islands of Honshu and Hok- 
kaido. It is almost 54km long 
and took nearly 21 years to 
dig. Almost 54km long, it took 
nearly 21 years to dig and cost 
$4J)bm 3 l /i times the original 
estimated cost 


The behaviour of crude oil 
prices last Friday gave weight 
to the idea that the war pre- 
mium of July and August has 
been replaced by an insurance 
premium which simply rises 
and falls in response to events. 
Thus, the UN Resolution 678 
brought a marginal price 
increase amid what analysts 
were calling 'deadline fatigue*. 
When US Secretary of State 
James Baker's proposed mis- 
sion to Bagdhad was 
announced, however, the price 
immediately dropped by §2 to 
under $30 per barrel- if a suit- 
able settlement can be negoti- 
ated, the current supply bal- 
ance will quickly alter and the 
price should move towards $20. 

Nevertheless, one effect of 
Friday’s news was to compli- 
cate the choices facing specula- 
tors. Since the outbreak of the 
Gulf crisis they have mainly 
been betting on how high 
prices will go, whereas they 
now face a much tougher call 
If the market decides that 
everything points to lower oil 
prices, investors can expect a 
sustained period of under-per- 
formance by oil sector shares. 
That is why many institutions 
are still waiting for a brief 
jump in the price in the event 
of bad news to sell, the expec- 
tation being of a much longer- 
term downturn. 

Meanwhile, murmurs of a 
further threat to supplies are 
filtering into the market The 
worry concerns the Soviet 
Union, where the deteriorating 
domestic ? crummy could lead 
to disruptions in its important 
oil exports. But this Is proba- 
bly already part of the insur- 
ance premium. For the time 
being, the oil market remains 
in precarious equilibrium. 
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prompt others to run their 
slide rules over a company val- 
ued at less than 7% times next 
year’s earnings. The Idea that 
hostile bids are dead is bear 
market bunkum, as Burmah 
itself has demonstrated. 


Eurobonds 


Burmah/Foseco 

Foseco’s record in recent 
years has not inspired confi- 
dence. Its 10.7 per cent com- 
pound growth in dividends 
since 1985 is well below aver- 
age, Its earnings are declining 
and the City doubts whether 
the present management team 
can restore the grdup’s for- 
tunes. That said, the weakness 
in Burmah Castrol’s share 
price since it launched its 275p 
per share bid seven weeks ago 
is a reminder that Foseco is 
not alone in its problems. 

Having just put Castrol In its 
name to stress the undoubted 
success of its lubricants, Bur- 
mah is now trying to move fur- 
ther Into speciality chemicals, 
where it has had little success 
to date. Unless the market col- 
lapses. it will not get Foseco on 
10 times earnings. But if it has 
to pay much more than £3 per 
share. Its own price will be 
under pressure. This could 


The sight of players in the 
Eurobond market acting like 
latter-day members of the Tory 
party is so familiar that it long 
ago ceased to raise eyebrows. 
The market, famous fbr the bit- 
terness of its internecine strug- 
gles. has also shown a rare 
ability for closing ranks when 
outsiders interfere, it could, 
however, be heading for seri- 
ous trouble over the sticky 
issue of the visibility of market 
prices. The debate, which 
started last weekend with the 
annual meeting of the biggest 
Eurobond dealers, is strictly 
internal for now. But it threat- 
ens to create a lasting split and 
could attract the attention of 
international regulators includ- 
ing the EC. It might also play 
an unexpected part in rational- 
ising a market still suffering 
from chronic over-capacity. 


If one camp, led by the new- 
ly-professionalised executive 
arm of the Association of Inter- 
national Bond Dealers, have 
their way, the market will 
become as transparent as any 
of the world’s large securities 
exchanges - eventually. They 
say they have won the theoret- 
ical argument in advance. 
What evidence there is sug- 
gests that greater transparency 
improves investor confidence 
and. like better settlement, 
leads to higher trading vol- 
umes and therefore profits, 
albeit on lower margins, for 
intermediaries. They also have 
technology on their side. 
Extensive transaction data are 
already fed to the AIBD’s suc- 
cessful trade matching system. 
Use of the Information is 
strictly limited, but increasing 
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Amersham 

Amersham International, the 
proto-privatisation stock, 
remains as baffling as ever. In 
the past two years, its shares 
have halved against the mar- 
ket Its earnings this year are 
likely to be lower than six 
years ago. Its dividend may not 
be sustainable. Nevertheless, 
its p/e remains in the high 
teens and Us yield below the 
market average. 

With last month's sale to 
Kodak of its Ameriite business, 
the group is falling back upon 
Its traditional strengths in 
radio-active technology from 
which it was previously eager 
to escape. The declared task of 
the new chief executive is to 
spend the next couple of years 
reversing the decline in operat- 
ing margins, before seeking 
any major increase in sales. At 
the same time, it will be neces- 
sary to impose a more commer- 
cial culture on a science-based 
company still marked by its 
bureaucratic origins. Although 
a takeover is always possible, 
no suitor has appeared in the 
two years since the golden 
share was abolished. Amer- 
sham Is an admirable com- 
pany, but its rating still looks 
curiously high. 
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this would be cheap and easy. 
How else to encourage more 
people to buy Eurobonds? 

In the opposite comer stand 
the traditionalists. They .think 
the market already functions 
smoothly enough. Skilled trad- 
ers can use their market know- 
ledge to place bonds- or find 
thpiVi for investors. They make 
their money by taking a cut 
out of prices for which there 
are no obvious comparisons. 
Competition is intense, a fair 
price is what someone will pay, 
but the weak players will even- 
tually go to tiie wall. In addi- 
tion, as in London's equity' 
market, it is argued that there 
should be one price for large 
trades and another for small 
ones, since there is no uniform 
client base. The feeling that 
the market has unique charac- 
teristics permeates the case of 
the die-hards who oppose even 
the existing reporting rules on 
the grounds that few of the 
world's securities markets axe 
really transparent anyway. 

The tension arises from the 
fact that the doubters are all 
members of the AIBD. indeed, 
many of them are in powerful 
positions on the association’s 
key committees. The AIBD 
runs the risk that if it pushes 
too hard and shows its hand 
too soon, it will cause the mass 
resignation of Its members. In 
that case, any chance of 
greater transparency would 
vanish entirely. 
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Berlin invites you to benefit 
from its restored role as the - 
East-West metropolis in the • f 
centre of continental Europe. 

Berlin is the largest industrial 
city in Germany, with over 
3,000 companies, 300 R + 0 
institutions and a GDP m 
excess oi £ 30 milliard. 

Berlin offers exceptional 
advantages, a unique inter- 
national Infrastructure and an 
exciting potential for produc- 
tion and service companies. 

We have assisted over 600 
businesses to establish a 
location m Berlin. May we- 
also help you to optimise 
your plans? Our UK office te ^ 

Berlin Economic r 

Development Corporation. 

Caswell House, 

Wharf Street, 

Godaiming. 4 

Surrey GU 7 INN. 

Tel. 0483 -42 64 00. > 

Pax. 0483-42 08 37 










3 


- <: 


TIMES' MONDAY DECEMBER 3 1990 


19 



ocs 


FINANCIAL TIMES 

■nteneosng 

Group Ltd. 

- 

COMEVNIES & MARKETS 

Monday December 3 1990 

HKi^LEASEBACK 

INSWT C VTOLS Till: RRw&TIS UFO 'YTK.MT iiSK. 

Enquiries - Mcnkailng oepcsinjafll 

44 South $Wa Ctaplwm Common. London SW4 8BU 
..*■ ' Wflphona: 071-498 0088 

NORTH Tel: (Ml) SiQ 0484 
MIDLANDS Tet. (021 ) 456 4444 
SOUTH Tel: (0753) 2299) 


*** *i 

X O'K.^ 

"«■ 

•tut ... " 1,n tn JV 

'*v 

“ si-SSiS 

" :*—m .... .■ I ;:. r ^-t> 

... ‘ •■•*!«■•. .,..j Pncut’ 

{ 

•i Th ll >it 

i 

h !!:- •ii'fesJ 

•,.:i . r- °Plte 

; 

* ■ • 0|f rt,. .*■» 

' I«" ■ 

l ; : 

ih:i; . . , 
rti . • 

Ai!U-«s!;. ini 

V”*' i ' '>■• 


- LJ •: • 


LY V 

1 '• ‘ r.i •:• 


•.fir 






• .0 2 


I*. ' .-. •• 

r.. ■ . •; 




V-.:. •■ 





-4.J 


INSIDE 


Following the 

electric star 

The privatisation of UK 
electricity companies is 
showing clear signs of 
being far more popular 
with this' public than the 
flotation of the water 
industry a year ago. By 
the end of the weekend, 
banks had processed 
more than 600,000 appll- 
. cations,. said Mr Cary 
Martin, deputy chief executive of Dewe Roger- 
so n, marketing advisers to the British govern- 
ment Only 260,000 applications had been 
received for water shares three days before 
the close at that offer. Page 20 

Row within CrAdit Agrfcolo 

Credit Agricole, France's giant co-operative 
bank, has been tom by a row among its top 
.management after the discovery of heavy 
fosses on Its international activities. The bank 
te .understood to be exposed to the Goodman 
International in Ireland as well as to Polly 
Peck. Page 22 

Merger move ‘at Norway 

Kvaemer group, Norway's third biggest indus- 
trial group, has approached Aker, tie country’s 
biggest privately-owned industrial company, 
and asked ft to consider the possible benefits 
of a merger. Combined, the two companies 
would have an annual turnover of about 
NKr25bn ($4^bn). Page 22 

The winds off war 

Companies trying to borrow money through the 
syndicated loan market am finding that the 
threat of war in the Gulf is leading bankers to 
include specific war clauses in loan agree- 
ments. Page 23 

Gifts rise on Interest hop** 

The choice of Mr John Major as prime minister 
produced smiles In the Gilt market last week. 
The rally was partly caused, however, by Mr 
Major’s economic problems: signs of a reces- 
sion have convinced the market that a speedy 
cut In interest rates js Inevitable. Page 24 . 

Higher cost of capital 

The cost of capital. for banks has been rising - 
over the last quarter. For many using variable 
rate notes to raise money, spreads over Libor 
have doubled In the past few months. Page 23 
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Pressure on Brent Walker to split top roles 


By David Owen in London 

THE RESTRUCTURING of the 
Brent Walker board will get 
under way this week with a ques- 
tion mark still hanging over Mr 
George Walker’s dual role as the 
leisure group’s chairman and 
chief executive. 

This follows the company’s 
last-gasp success in beating a 
midnight Friday deadline on its 
£102m ($199m) convertible bond 
Issue. Executives were in City 
offices tidying up loose ends over 
a glass of Lauren t-Perrier cham- 
pagne until sow 

A Brent Walker spokesman 


advised yesterday against “hold- 
- mg your breath over the splitting 
of the top executive roles,” 
adding that the current priority 
was to appoint a new finance 
director and additional non-exec- 
utives. 

However, pressure is expected 
to mount from institutions k een 
to see Mr Walker relinquish one 
of his roles. 

*T hope he will accept the view 
that it would be better, if he 
wishes the company to remain a 
pic, that he does split the idles - 
but it will be difficult," said one 


institutional investor yesterday. 
Interviews with four or five can- 
didates to replace Mr Wilfred 
Aquilina as the group’s finance 
director are to take place this 
week. Mr Aquilina will remain 
with the company in another 
capacity. 

Two new non-executive direc- 
tors from the upper echelons of 
UK-quoted companies are also 
expected to be appointed soon. 

Mr Christopher Sporborg, vice 
chairman of Hambros the mer- 
chant banker, was among those 
approached, but he said last 


night that he would not be 
accepting, because of his mem- 
bership of the Levy Board. 

A third director will be nomi- 
nated soon by Jefferson Smurfit, 
the Irish-based paper and packag- 
ing group, which - together with 
Mr Michael Smurfit, its chairman 
- invested £2Sm in the Brent 
Walker bond. 

Under the refinancing deal 
signed Just 30 minutes before the 
Friday deadline, £101 .9m was 
raised - comfortably above the 
£99m minimum stipulated by the 
banks. 


However, £2.23m of the total 
was put up by Mr Walker him- 
self, 

This, together with amounts 
subscribed by unspecified addi- 
tional investors, plugged the gap 
left by one or two placees who 
had opted not to invest the full 
amount originally planned. 

Mr Walker was also obliged to 
promise to buy £10. 42m worth of 
the bonds at lOOp In the pound 
should “certain of the new inves- 
tors’* decide to sell - effectively 
according them a *901’ option on 
their holdings. 


Under the terms of the (teal, 
Jasaro SA. a trust nut for the 
benefit of Mr Walker’s children, 
has replaced Blrdroge Walk, Mr 
Walker's own principal trust 
company, in subscribing for 
£27.3m of the bonds. 

Jassro's assets include four 
French vineyards which, it is 
thought, could serve as collateral 
against some of the family's com- 
mitments. 

Totting up all direct and indi- 
rect interests, Mr Walker and his 
family emerge with an interest of 
27.1 per cent in the group. 


He who dares 
does not 
always win 

Robert Taylor on reasons for the 
reorganisation plans at SAS 
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M r Jan Cartoon, the flam- 
boyant chief executive 
of Scandinavian Air- 
lines System (SAS), calls his com- 
pany the Businessman’s Airline. . 

In the decade since he took 
office in 1981, he has used that 
slogan - and the- accompanying 
emphasis on sendee for the busi- 
ness traveller - to transform the 
fortunes of the world's ninth 
most profitable abitoe. 

Now, however, he has run into 
problems that any businessman 
would recognise. He is struggling 
with his ambitious three-year-old * 
plan to turn SAS into a leading 
global carrier. And the outlook 
for the airline business grows 
darker by the day, as ml price 
rises push up costs and recession 
bites into demand for travel. 

Last week in an effort to raise 
productivity, Mr Carlzon 
announced a comprehensive reor- 
ganisation of the airline's man-_ 
agement. Two months earlier,' 
SAS had announced a SKrlbn 
(3180m) plan to cut personnel 
costs, after reporting a 69 per 
cent drop to SKrl28m in its air- 
line division’s operating profits 
.for the first six months of this 
year. 

SAS Is not alone in its prob- 
lems. like other airlines, it has 
fal le n victim to increasing com- 
petition, soaring fuel costs and a 
weakening market. The group 
estimates its fuel bill will rise by 
an extra SKr500m this year 
because of the impact of the Gulf 
crisis. 

The increasing liberalisation of - 
the European airline industry is 
also patting a strain on SAS, 
which operates from one of the 


world’s most tightly regulated 
markets. 

“The expansion the business 
enjoyed in the 1980s is history” 
Mr Cartoon declared last week. 

SAS, however, must bear some 
of the hlame for the group’s prob- 
lems. 

* Three years ago, with much 
panache, Mr Carlzon annmmw-d 
the company’s aim of transform- 
ing itself from a Scandinavian air 
carrier into a global travel ser- 
vice company, one of Europe's 
expected big five airline survi- 
vors in a deregulated future. 

In his self-described role as “a 
permanent tour conductor show- 
ing people new and. interesting 
possibilities," Mr Carlzon 
planned to create a network of 
linked co-operating airlines held 
together by alliances. 

In two years, he built a global 
network: HnVfog with Thai Air- 
ways Internationa^ and AH Nip- 
pon Airways In Asia; Lan-Cbile 
and Varig Airways in Latin 
America; Swissair, Fhmair, Brit- 
ish Midland Airways and Aus- 
trian Airlines in Europe; and 
finally with Continental Airlines 
in the US. 

These links have generally 
taken the form of co-operation 
agreements. Some also involve 
equity participation by SAS. 

But the alliances form only 
part of the group’s strategy. Mr 
Carizon summed it up this way: 
“The battle for the air has to be 
won on the ground. In the 1960s 
we saw a customer in every todSL- 
viduaL In the 1990s we see an 
individual in every customer.” 

The company hopes to double 
its earnings from its non-airline 


1988 



2.479 JB? 


1989 


activities by 1991, so that they 
amount to half of SAS’s overall 
profit Early last year the group 
paid the Japanese Seibu-Saison 
group SKr3.14m for a 40 per cent 
stake in Intercontinental Hotels 
Corporation. 

SAS has also continued to 
expand its interest in the travel 
industry. This year alone it has 
formed links with tour operators 
in Italy, Spain and Finland. 

From the beginning, Mr Carl- 
zon ’s plan involved a willingness 
to expand the company faster 
than the market itself demanded 
- not least by buying new air- 
craft. 

T he bill has been steep. In 
1989 investments totalled 
SKrlObn, the highest fig- 
ure in the company’s history. 
This year SKr7bn is being 
invested, with another SKrS-6bn 
a year to come in the mid-1990s. 
The company has been selling off 
some property assets to raise part 
of the money for the expansion. 
Mr Anders Claesson, SAS's chief 
finance officer says: “We have 
built up a large financial reserve 
over the 1980s and we have 
equity capital of around 
SKrl3Un.” 

Mr Claesson says that SAS 
intends to raise around 40 per 
cent erf its investment needs from 


its own resources - especially 
from the sale of property - and 
to borrow the rest in loans and 


But the years of rapid expan- 
sion are at an end for the group 
and some of its acquisitions have 
posed problems. 'Hie Interconti- 
nental hotel stake was partly 
responsible for a SKrll4m loss at 
SAS’s international hotels busi- 
ness during the first six months 
of this year (though Mr Claesson 
points out that its cost will be 
offset by SAS divestments). The 
leisure division also lost SKr63m 
in the first six months of this 
year, compared with SkrlOlm for 
the same period of 1989. 

Mr Claesson says SAS is not in 
a crisis. 

.“We are taking preventive 
measures to avoid one,” he 
declares. Bat the group is going 
to have to become leaner ami fit- 
ter if it hopes to survive deregu- 
lation. 

As Mr Carlzon likes to tell his 
employees: “We make a profit 
where we face no competition 
and we make losses where we 
face competition." 

Last week he promised to be 
more closely involved in 
hands-on management of the air- 
line. For the moment, at least, Mr 
Carizon’s days as global tour-con- 
ductor are ova 1 . 


Australian agency 
cuts debt rating of 
News Corporation 


By Kevin Brown in Sydney 

NEWS Corporation’s attempts to 
reschedule debts of US$6.5bn 
were dealt a severe blow yester- 
day by a caustic report from Aus- 
tralian Ratings, the credit-watch 
agency. 

The agency said there had been 
“a marked deterioration” in the 
condition of News Corp in the 
last 12 months, and warned that 
it was in an “extremely fragile 
financial position.” 

It downgraded News Corp’s 
short-term debt by two points 
from Bl to CL Long-term debt 
was downgraded from BB plus to 
B minus and placed on watch for 
a further downgrading. 

The announcement follows a 
similar downgrading last month 
by Moody's, the US agency, 
which said News Corp’s financial 
flexibility had been curtailed by 
the falling value of its media 
assets. 

The latest downgrading is 
Hkely to put renewed pressure on 
News Corp’s share price, which 
hit a low of A54.25 on the Austra- 
lian Stock Exchange recently, 
after standing at A314J0 earlier 
this year. 

The shares have recovered to 
trade above AJS in recent weeks 
following talks between the 
groups bankers and Mr Rupert 
Murdoch, the US-based chief-ex- 
ecutive, aimed at rescheduling 
much of the debt to mature in 
the medium term. 

However, Australian Ratings 
was sceptical of the outcome of 
the complex negotiations, and 
warned that the rescheduling 
could reduce News Corp’s inter- 
est cover next year to below the 
“thin" level of 1.3 times for 1990. 

The agency said News Corp's 
total debt of A$13Bbn (Including 
non-redeemable convertible 
notes) was unlikely to be reduced 
through retained cash flow 
because of capital expenditure 



Rupert Murdoch: asset sales 

commitments. Meaningful debt 
reduction appeared to rely on 
asset sales - the size and timing 
of which was unclear. 

The agency said it was 
“increasingly difficult to have 
confidence in the market value of 
key assets, when combined with 
a funding structure that is vul- 
nerable to a change in banking 
attitudes.” News Corp faced the 
probability of recessions In its 
main markets in the US, UK and 
Australia, suggesting flat reve- 
nues which would offset the ben- 
efits of lower operating costs 
from earlier investment 

The agency said News Corp's 
balance sheet incorporated “sub- 
stantial intangible assets, exces- 
sive debt levels and inadequate 
liquidity, placing the company in 
an extremely fragile financial 
position.” 

Mr Murdoch said last month 
that the banks had been “very 
supportive" of the debt resched- 
uling proposals, but indicated 
that asset sales of around USglbn 
would be required to repay some 
of the debt 
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French concern over dollar’s decline 
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M r Pierre Berdgovoy, 
the French finance 
minister, has begun 
to make headway with his calls 
for a meeting of the Group of 
Seven leading industrial coun- 
tries to the- decline of 

the dollar. 

Yet. although preli mi n a ry 
talks between sherpas began in 
the US last week, France still 
appears to have fall backing 
only from Italy for its view 
that the dollar has fallen far 
beyond any reasonable assess- 
ment of its underlying value, 
and for enough to cause seri- 
ous long-term problems to the 
world economy. 

In the first phase of his cam- 
paign for a G7 meeting, Mr 
Bdrdgovoy appeared to be 
focusing his attack on Wash- 
ington. Finance ministry offi- 
cials wondered whether the US 
Treasury had in fact tacitly 

adopted a policy of allowing its 
currency to weaken with the 
aim of restoring the country's 
trading performance. 

Phase two, however, saw the ■ 
minister switch iris fire to 
Frankfurt, with an open attack 
on Mr Karl-Otto P6U, the gov- 
ernor of the German Bundes- 
bank. Mr Beregovoy com- 
plained that Mr Mhl 
recognised the need for order 
in the European Monetary Sys- 
tem, but apparently not in the 
mtemational foreign exchange 
markets. 

France has been Irked by the 
Bundesbank’s decision to 
increase its interest rates in 
the face of US rate cuts, 
thereby accentuating the dol- 
lar’s decline still further. 

Does the problem, then, he 
with the US dollar, or with 
German interest rates, which 
are being kept high to ward off 
inflationary pressures and to 
retain capital to fund the pro* 
cess of unification? 

The initial response _ from 
flnanng ministry economists is 
that the wiafri difficulties stem 
from the undervaluation of the 


dollar, and its impact on the 
competitiveness of French 
exports. 

Although the US accounted 
for only 7 per cent of French 
visible exports last year and 8 
per -cent of imports, nearly 12 
per cent of exports were billed 
In dollars and over 15 per cent 
of imports. 

The overall impact on 
France’s trading position is 
probably greater, because of 
the concentration of doflar- 
linked trade in a number of 
price-sensitive product sectors 
such as. chemicals and aircraft 
- Mr Henri Martre, the chair- 
man of Aerospatiale, the 
French aeronautics company, 
has led the chorus of business- 
men complaining about what 
he sees as an unrealistically 
low value for the dollar. 

- Mr Bdrdgovoy has been 
Unwilling to commit himself to 

. saying that the dollar’s current 

- level Is too low, but officials 
are in no doubt that this is so. 

In -addition, a number of 
large French companies have 
invested heavily in the US, and. 
their earnings flow has suf- 
fered from the dollar's decline. 

German interest rates, on 
the other hamd, pose a problem 
to French policy-makers less 
through their direct impact on 
the. economy than through the 
strains they impose on the 
BMS exchange rate mechanism 
(ERM). 

“There has been no realign- 
ment of the D-Mark allowed 
even though toe “u nificatio n*' 
shock is a real phenomenon 
which ought to have resulted 
in a rise in the D-Mark’s value 
against all currencies, not just 
those outside the ERM. This 
rigidity and politically virile 
symbolism, which permeates 
ail fixed and semi-fixed 
exchai^e ratemejh^^ . is 
the worst aspect of the BRAfl, 
commented stockbrokers Gold- 
man Sachs in London. 

This monetary policy thscora 
between France and Germany 


comes at an embarrassing 
moment, on the eve of the 
inter-governmental conference 
which is due to lay the founda- 
tions for European Monetary 
Union. 

Economists in Paris do not 
believe the French government 
will press the issue to the point 
of breaking with Germany. 
French monetary policy has 
earned its credibility at too 
great a cost over the last six 
years to sacrifice it so soon - 
all the more so as it is pre- 
cisely fhfct credibility that hag 
enabled the Bank of France not 
to follow the Bundesbank in 
tightening interest rates, and 
even to ease its intervention 
rates slightly. 

All the same, the strains 
imposed on the ERM are real, 
and some French officiate have 
in recent weeks expressed their 
irritation that Germany is now 
deciding monetary policy 
solely on the basis of domestic 
concerns, without paying even 
lip service to Europea n or G7 
co-operation. 

T he divergence between 
German and US policies 
may not, however, prove 
to be so unmanageable. Some 
French gov e r n ment economfstg 
are optimistic, if not yet confi- 
dent, that a context of oil 
prices around $27 next year 
could dispel the threat of an 
Inflationary spiral and usher in 
a downwards trend for interest 


this background, 
the German problem changes 
nature, because it could be 
that German interest rates no 
longer need to rise, but simply . 
not to follow world interest 
rates down so quickly,” com- 
mented one offidaL 
Mr Beregovoy is, on the 
other hand, much closer to the 
German point of view when it 
comes to discussing the ecu. At 
a conference this week he 
declared himself in favour of a 
TiprriHrring of the ecu, in line 


with the Bundesbank proposal, 
which somewhat resembles the 
UK plan far a parallel hard ecu 
but without a European Mone- 
tary Fund as issuer. 

“I approve totally of the idea 
of an ecu whose definition 
would be reinforced and whose 
use on the markets would be 
developed. Better accentuate 
the credibility of the ecu pro- 
gressively than have to decree 
it brutally an the first day of 
stage three,” the minister said. 

His predecessor, Mr Edouard 
Balladur, who occupied the 
finance ministry during the 
1986-88 Chirac government, 
actually heat the UK to the 
draw with the Idea of a parallel 
ecu, but he believes that this is 
a far from urgent topic. 

“Let us not put the cart 
before the horse. If we should 
have a common currency, it 
win to any case not be to the 
next eight or ten years,” he 
commented recently. 

Far more urgent, to his view, 

is the reform of the interna- 
tional monetary system. Back 
in 1988, when he was stQl in 
office, Mr Balladur proposed to 
his G7 colleagues three 
choices: a reinforcement of the 
Flaza/Louvre approach, involv- 
ing publishing the exchange 
rate bands agreed by the G7; a 
global system comparable to 
the EMS; or a return to scans 
form of standard, possibly a 
hybrid involving a basket of 
currencies and gold. He has 
now repeated this suggestion, 
with the emphasis on the third 
choice. 

Mr Ballador's proposal 
seems nhHkely to win greater 
acceptance among the other G7 
countries now than it did to 
1988. to parallel with, has suc- 
cessor’s worries over the dol- 
lar, however, his approach ffiu- 
mxnates a longstanding French 
concern for exchange rate sta- 
bility. 

George Graham 


Matsushita 
outlines 
finance for 
MCA deal 

By Alan Friedman 
In New York 

MATSUSHITA, the giant 
Japanese electronics company 
that on Friday began its for- 
mal tender offer for MCA, the 
Hollywood-based entertain- 
ment group, plans to finance 
around $4£bn of the proposed 
takeover by means of commer- 
cial paper and bank borrow- 


The Osaka-based company 
said in a filing with the Securi- 
ties & Exchange Commission 
(SEC) to the US that it expects 
to pay JSAbn for MCA, which 
Is slightly lower than the 
*e.lbn cash total implicit if 
holders of all the asm folly-di- 
luted common shares agree to 
tender. 

Matsushita said to the fifing 
ft would generate $lbn for the 
acquisition from internal com- 
pany funds. 

The SEC filing also disclosed 
that Allen & Company, the 
investment bank adviser to 
Matsushita, will receive $8m 
in fees after at least SO per 
cent of MCA shares are ten- 
dered. 

Lazard Freres, the invest- 
ment bank adviser to MCA, is 
expected to receive 516.75m to 


The Matsushita filing did 
not disclose the fees to be paid 
to Mr Michael Ovitz’s Creative 
Artists Agency (GAA), the Hol- 
lywood talent agency that 
acted on Matsushita’s behalf 
to bringing the deal to MCA. It 
is believed, however, that CAA 
will receive as much as 360m 
m the transaction, or a full 
percentage point of the take- 
over price. 

Mr Qvitz was retained by 
Matsushita a year ago for 
advice on acquisitions, but he 
is not listed in the SEC filing 
as a formal adviser to the 
transaction. 
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Electricity sale produces 
0.6m applications so far 


By Antonia Sharpe 

THE ELECTRICITY 
privatisation is showing clear 
signs of being far more papular 
with the public than the flota- 
tion of the water industry a 
year ago. 

The lead receiving banks, 
Lloyds and National Westmin- 
ster, and other banks had pro- 
cessed more than 600,000 appli- 
cations - principally sent by 
post - by the end of the week- 
end, said Mr Cary Martin, dep- 
uty chief executive of Dewe 
Rogerson, marketing advisers 
to the government 

For comparison, only 260,000 
applications had been received 
for water shares three days 
before the dose of that offer. 

However, there is a long way 
to go if the sale of the twelve 
electricity generating compa- 
nies in England and Wales is 
to break the record of 4.5m 
public applications for shares 
set in the flotation of British 
Gas in 1986 after the controver- 
sial “Sid” advertising cam- 
paign. 

Mr Martin said the electric- 
ity privatisation has appealed 
more to small investors than 
did water because it is an 
industry they are more famil- 
iar with. Favourable media 
comment has also helped. The 
run-up to the privatisation of 
the water industry, on the 
other hand, was marred to a 
certain extent by 
controversy over environmen- 
tal issues. 

The public is now quite 
adept In dealing with share 
offers. The error rate among 



AlanHaxper 

John Wakeham, Energy Secretary: applicants top water sale 


the electricity share applica- 
tions received so far Is below 
one per cent, the same as for 
water, and is the lowest It has 
been in privatisations to date. 
The most common mistake is 
to forget to sign the cheque, 
and the next most 
frequent is a request for a 
number of shares which Js not 
specified by the application 
bands. 

Applications must be 
received no later than 10am on 
Wednesday at certain desig- 
nated branches of receiving 
banks, gn ^ dealings are expec- 
ted to commence at 2L30pm on 
December 

•MANWEB has been sin- 
gled out as the most environ- 


men tally-conscious of the 12 
regional electricity companies 
by the Merlin Environmental 
Research Unit, which supports 
the “green" investment man- 
agement services of Jupiter 
Tarbutt Mi»Hin, a member of 
IMRO. 

The researchers said, how- 
ever, that they were generally 
unimpressed with the level of 
commitment which the RECs 
were making towards environ- 
mental protection and energy 
conservation. They noted that 
under the current privatisation 
structure there was an inher- 
ent conflict of interest between 
the pursuit of profits and the 
promotion of energy conserva- 
tion. 
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Aberforth Smaller Companies Trust pic 

(“ASCoT*') 

Incorporated in Scotland under the Companies Act 1985 - Registered No. 126524 

Aberforth Smaller Companies Trust pic is a new investment trust which will invest in small UK 
quoted companies. The investment manager or ASCoT is Aberforth Partners. 

Placing 

by 

James Capel & Co. Limited 

of 

Up to 15,000,000 Ordinary Shares of 25p each 
(with up to 3,000,000 Warrants attached) 

at a price of lOOp per Ordinary Share payable in full on acceptance 

Place es will receive one Warrant for every five Ordinary Shares. Each Warrant confers the right to 
subscribe for one Ordinary Share at IQOp on 3 1st March in any of the years 1992 to 2003 inclusive. 


Authorised 
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Share Capital 
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Issued and to be 
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up to 
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Corporate Finance 16 Chester Street 
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Issue of 150,000,000 
new Ordinary Shares of 5p each 
of which 

86,339,532 have been offered to shareholders 
at lOp per share payable in full on application 
not later than 3 p.m-on 4ch December 1990 
and 

Conversion of the 6V* per cent. Convertible 
Cumulative Redeemable Preference Shares 
giving rise to ap p r oxim a t ely 
9,233,875 new Ordinary Shares of 5p each 
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EAST RIVED SAVINGS BANK 
East River Savings Bank 

U.S. $100,000,000 
Collateralized Floating Rate 
Notes due August 1993 

For the three months 30th 
New ember, 1990 to 28th 
February, 1991 the Notes will 
carry an interest rate of 8.55% 
per annum with an interest 
amount of U.S. $2,137.50 per 
U.S. S100.000 Note, payable 
on 28th February, 1991. 
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BRADFORD & BINGLEY 
BUILDING SOCIETY 


£150,000.000 

Floating Rate Notes Doe 19M 

In accotdance with the terms and con- 
ditions of Ur Notes, notice is hereby 
given that for the three months Inter- 
est Period from (and including) »h 
November. 1990 to (hut excluding) 
23th February. 1991. the Notes mil 
cany a talc of mictent of 13% per cent, 
per annum. 

The relevant [nitres: Payment Dale 
will be a* February. 1991. The 
Coupon Amount per £10.000 will be 
£335.96 payable against surrender 
of Coupon No: 7 

Hamfin nv Bmt I Jnritwi 
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LAST WEEK'S CROSS BORDER DEALS 

BIDOER/INVESTOfl 

TARGET 

SECTOR 

VALUE 

COMMENT 

Die full-scale resumption of Japanese Investment In corporate 
America dominated the week, writes Brian B often. 

The US$6.1 bn bid by electronics giant “ftnmhlla for 
Hollywood entertainment group MCA might have been smaller 
Sum forecast, but if It weathers the expected political storm It 
win atm be easily the biggest Japanese investment yet In a US 
company. 

Matsushita’s reputation as a cautious but brilliant copycat Is 

Nomura Seen (Japan)/ 

IFC (multinational)/ 

Nat Bank of Hungary 
Hatsuatilta (Japan) 

Nomura Investment 

Bank Hungary (Jv) 

MCA (US) 

Banking 

Entertainment 

£9.1 m 

£3.1bn 

Japanese nibble 
at E Europe 

Cash bid; less 
than expected 

Vokiwagen (OanaanyV 
FAW (China) 

FAW- Vo 1 kawagen 
Automotive Co (Jv) 

Car assembly 

£207m 

VW’s second 
Chinese Jv 

Guinness (UK) 

As bach (Germany) 

Drinks 

£l00m 

est 

Second o'seas 
buy in a week 

enhanced by the consensus that the deal represents much 
better value for money than Sony's USS3 jUmi takeover of 
Columbia Pictures last year. 

Like Sony's, this bkl is driven by the perceived need to 
Integrate hardware and software. Thera was a good deal ot 

Coca-Cola (US)/N«sttt 
(Switzerland) 

Jv 

Beverages 

£51 m 

50-50 joint 
venture 

Glaverbel 

(Belgium) 

SMo Union 
(Czechoslovakia) 

Glass making 

£24m 

Glaverbel takes 
40% 

Japanese Investment In Europe too, direct and htdhwcL 
Stockbroker Nomura Securities Joined a tiny band of Japanese 
financial companies Inching into eastern Europe, taking 51 per 
cent of a new Investment bank Joint venture in Hungary. 

Japan's Asahl Glass controls Glaverbel, the Belgian-glass 

Cable a Wireless (UK) 

Telecommunications of 
Jamaica 

Telecoms 

£2 1m 

CAW ups stake 
to 79% 

Verson International 
(UK) 

Tayfor-Winfield 

(US) 

Engineering 

equipment 

£8.4m 

Verson focusing 
on US 

maker which plans to buy 40 per cent of Czechoslovakia’s 
SkfoFlat, to give ft an “Important strategic presence In tbs 

Acorn (UK)/ Apple (US)/ 
VLSI Logic (US) 

Advanced Rise Machines 
(Jv) 

Computer chip 
design 

£5m 

48-8-46 equity 
split 

The purchase of 67.5 per cent of Asbach, Germany's leadng 
premium brandy producer, was the second continental 

Q1AT (France) 

TriWall (Japan) 

Fabrfque Nationals 

He ratal (Belgium) 

Arms Production 

linings 

N/A 

Partial 

takeover 

Japanese tech 

European buy announced by Guinness in less than a week. 

Coming hard on the heels of the sterling 533m bid for Spanish 
brewer Cruzcampo, H underlines the company's International 







Source: FT Mofpoto » AcquMtfona Wnetloim 






WH Smith 
adds to its 
US music 
store chain 

By Maggie (Jiry 
WH SMITH, the retail and 

distribution group, is paying 
823m (£11. 7m) to boy 49 shops 
in Pennsylvania, US, which 
will be integrated into Wee 
Three, its US chain of 36 
recorded music stores. 

The group said it was buy- 
ing the shops “on very favour- 
able terms". 

The shops, which have 
traded mrfw the njw| » Wall to 
Wall, were part of a 100-store 
chain of 100 stores which 
sought protection from its 
creditors last summer under 
Chapter 11 of the US bank- 
ruptcy code. 

WH Smith said that it had 
picked the best of the 100 
shops. Those which were badly 
sited or which did not fit well 
with the e xis t in g chain were 
refused. 

It said the Wall to Wall 
chain's problems stemmed 
from over-expansion and a 
move to selling audio equip- 
ment and televisions Instead 
of c on ce n trating on recorded 

timak. 

WH Smith said that as a 
result of the deal. Wee Three 
“will achieve clear market 
leadership in Philadelphia, 
Harrisburg and East Fenhsly- 
vania.” Pennsylvania". About 
$L5m will be spent upgrading 
the new stores by the aid of 
flw> next fm»n«riai year in May 
1992. 

WH Smith's “A" shares fell 

6p to 382p on Friday. 

Kitty Little rises 
to £75,000 midway 

USM-quoted Kitty Little 
Group, which makes and mar- 
kets fragrant gifts and air 
freshener products, lifted pre- 
tax profits from £53,000 to 
£75,000 in the six months to 
July 31. 

Sales rose 35 per cent to 
£2.86m (£ 1.75m). Earnings 
advanced to (L64p (0 J6p) per 
share but the interim dividend 
is reduced to 0J5p (0.575p). 


Final meeting to decide Goodman fate 


By (derail Cooke in Dublin. 

THE FATE of Goodman 
International, Ireland and 
Europe’s biggest beef processor 
and exporter, wfli be decided 
this week as 33 banks now 
owed a total of more than 
l£500m (£459m) hold a final 
meeting to vote on whether or 
not to accept a rescue plan for 
the cd Uapsed group. 

Mr Peter Fitzpatrick, the 
Examiner appointed by the 
Irish High Court to assess the 
future viability of Goodman 
International, will meet repre- 
sentatives of all the banks 
involved in London on Wednes- 


day and put forward various 

restructuring proposals. On 
December 11 Mr Fitzpatrick 
has to give his final assess- 
ment of the futur e of Goodman 
to the High Court 

If the banks, Mr Fitzpatrick 
and the Goodman company 
itself fail to agree on a rescue 
park ago then it is almost cer- 
tain that Goodman Interna- 
tional will go into liquidation 
before the end of the month. 

At this stage Mr Fitzpa- 
trick’s complex restructuring 
pfan is believed to include the 
gala of more than I£130ni Of 


Goodman assets and the taking 

up by hawks of a sizeable pro- 
portion of the equity in the pn- 
vately-held group. 

There are further proposals 
for various amounts of debt to 
be repaid out of group profits 
over an extended period, and 
for other borrowings to be con- 
verted into long-term loans. 

While many banks have said 
that the rescue plan offers the 
best solution to what has been 
the biggest business debacle in 
Ireland^ history, the chances 
of Goodman surviving into the 
New Year are put at no more 


Priest defence from EM attack 


By Clare Pearson 

BENJAMIN PRIEST, the 
engineering company, has 
defended its record and pros- 
pects against International 

Marine, thg TtBlbnAarlwH US 

marine equipment group 
which it accused of trying to 
buy its shares on the cheap 
with a £46 -6m hostile cash bid. 

In a document posted to 
shareholders yesterday, Mr 
Chris Walliker, chairman, 
promises that interim results 
due this month “will be 
encouraging." 

The purchase three years 
ago of Lewmar, the marine 
products division which IM 
wants to buy and then 
break-up the Priest group, was 
an “ inte g ra l part of _ strat- 
egy" and not a Tnistaka as the 
bidder has claimed, he says. 


Bit’s offer of 112p per share, 
providing a historic exit multi- 
ple of &3 times earnings per 
share “reflects neither the pre- 
mium that IM should be 
required to pay for the unique 
benefits of adding Lewmar’s 
bumness to its own, nor the 
true value of Benjamin Priest's 
other businesses.” 

The document says Lewmar 
fits into Priest because it is a 
niche specialist engineering 
business with a strong market 
position and brand name, and 
it lessens dependence on sales 
in the UK. Products of this 
“prize asset" have been speci- 
fied by all the competitors in 
the 1992 America's Cup. 

It says that “Benjamin Priest 
is proud of its financial 
record.” Since 1985, trading 


profits have risen at a com- 
pound average annual rate of 
52 per cent and ear n ings per 
share at 30 per cent. Dividends 
have increased by at 37 per 
cent compound since 1986. 

Mr John Grunow. M’s c h ai r - 
man, said “Benjamin Priest's 
arguments are as impoverished 
as its shareholders.” 

Ms bid is backed by £52m 
provided by Bedexplex, one of 
its shareholders which is part 
of Ferruzzi, the Italian group 
from which Mr Rani Gardini 
resigned earlier this week. Mr 
Grunow said he did not know 
how the changes at Ferruzzi 
might affect Ms ability to 
increase its offer “but there is 
nothing in this document that 
makes me think we would 
want to.” 


Macfarlane offshoot sold to managers 

By James Buxton : 


MACFARLANE Group 
( Clansman), the Glasgow- 
based packaging company run 
by Sir Norman Macfarlane, for- 
mer chairman of Guinness, is 
selling the di vision that manu- 
factures marking products to 
its management for a total of 
HL25m. 

Macfarlane says it wants to 
concentrate on its core busi- 
nesses of packaging and plastic 
mouldings. The marking divi- 
sion mak es rubber stamps and 


pads, flexographic printing 
plates «Tid marker pens, »n<i 
made a profit of £973,000 on 
sales of £13m in the 1989 calen- 
dar year. 

Macfarlane says the sale will 
aiimmata Hii» company’s debt 
and help fond a £7m invest- 
ment programme in the other 
divisions of the oompany. Sir 
Norman Macfarlane said that 
pre-tax profits for 1990 would 
be ahead of last year's and 
include an improved contribu- 


tion from the main divisions. 

The buy-out team is led by 
Mr Robert Dickson who cur- 
rently runs the marking divi- 
sion. He and his colleagues 
have formed Demochange 
which will own the business 
and will be a leader in its field 
in the UK, as well as having 
facilities in Paris and Biarritz. 
They are paying £4. 65m in cash 
ami dividends Of £l.Gm, making 
£6.25m. Mr Dickson will resign 
from tiie Macfarlane board. 


t; 


than 50/50 by those dose to the 
negotiations. 

Over the weekend represen- 
tatives of Goodman Interna- 
tional again called on the Irish 
government to come to the 
assistance of the group, partic- 
ularly in regard to ttiemj 
owed to Goodman by Iraq. 

However, Mr Desmond 
O’Malley, Irish Minister Tor 
Industry and Commerce, ruled 
out any state help for Good- 
man. saying that the group’s 
financial difficulties could not 
be blamed on the present Gulf 
crisis. 


Third of 
Property 
Trust rights 
is taken up 

By Philip Coggan 

Only 33 per cent of the £18 L5m 
rights issue of Property Trust, 
the USM quoted property 
group, was taken up by share- 
holders. 

As the issue was not fully 
underwritten, that means the 
company has raised only £6m. 

Shan Ho, the Hong Kong 
property group, has increased 
its stake in Property Trust to 
29.7 per cent following the 
issue. 

Mr Frederick Hsu. Property 
Trust's corporate development 
director, said that around hall 
of the funds raised will be 
used to pay off part of the 
group’s £18m borrowings, 
with the rest being retained as 
i-qgh for use in investment. 


Monks Investment 
net assets lower 

Net asset value per Monks 
Investment Trust share as at 
end October was down from 
382L2p to 824L8P. 

Gross investment Income for 
six months was £8. 59m 
(£6. 98m) and pre-tax profit 
£5. 63m (£4.09m). After tax of 
£L.69m (fil-lfimk earnings per 
share were 5.07p (&8p). The 
interim dividend is raised 
from 1.8p to 2p. 


M 


:s 


Wc arc pleased to announce that 

DAVID F. STEIN 

has joined our firm as Managing Director, 
Member of the Executive Committee 
and 

Stockholder. 


J. &W SELIGMAN &CQ 

Incorporated 

Invenmou Marttpm and Advisor*. EaaHnhal 1864 

130 LAtm Street 
NevTwk.tCr. iOOOO 
(212)488-0200 


PORTSMOUTH 

The FT proposes to publish this survey on 
January 25 1991. 

It will be of particular interest to the 
61,000 businessmen involved in decision 
making about office property who are 
regular FT readers. If you want to reach 
this important audience, call Clive Booth 
on 071 873 4152 or fax 071 873 3078, 
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MORTGAGE SECURITIES, EMC. 

HEMC Pass-Through Certificates, Series 1987-13 
US$57,057,000 Initial Stated Amount 
ofCbssA-l Oticerttfi cata s 

For the period 1st December, 1990 to 1st 
March, 1991 the Class A-l Ciri certificates 
wOJ carry aa interest rate of 9.25% per annum 
with an Interest amount of US$19.05 per 
USSI.000 (the Initial Stated Amount of 
an individual Citicertificate) payable on 
1st March, 1991. The Stated Amount of 
the Citi cer tificates outstanding will be 
8239133677% of the Initial Stated Amount 
of the Cifi certificates, or US$823.91 per 
individual Citicertificate until 1st March, 15)91. 

MDrambar.lMO SocuttyPacHfe National Batik. London -AgontBMk 

SOwattyr^e ^ Moirt W aa»fcNil.olmiaaaonamoofSocnitty»»aalHe 
Watt una l Blfc. a mamhaforTfca a— 


Security 
Pacific 
Merchant 
Bank ' 




Investors In Industry 
International B.V. 

£125,000,000 

Guaranteed Floating Rate Notes 1994 • . 
for the three month period 29th November, 1990 to 28* February, 1991 

to accofria nce whh tbe prorwooxof die Notes, notkc« hereby giva that 
tfig rate ofmiCTertha, « 1344. per cent, per annum and A* 

memtueai payable on ifce relevant interest payment date, 28* February, 
1991, against Crnipot. No. 13 will be £344.37 from Notes of £l<MX» 
nominal and £34.44 from Notes of £l,0Cffl nominal. 

S.G. Warburg Sc Co. Ltd. 

Agent Bank 

amr.ia 
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. To the holders of 

Mortgage Capita! Trust I 

Collateralized Mortgage Obligations, Series A 
Class A-l Bonds Due 1 st June, 2017 

I?,™?' *'£’?' the inren5t on th, CIm A=l fa 

SoSSE? “ DKMbcr - 1590 *«* * 

By j Bankers Trust Company, aa Trustee. - 
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SHINRAI 


TRUST 


Trust is the bedrock upon which successful 
banking relationships are always built. Which is 
why every day everything we do on behalf of 
every client has but one aim - to reaffirm that 
Daiwa Securities Co. Ltd. was their correct choice 
of investment house. 

Our singlemindedness is never more evident 
than when Supranationals, 

Governments and corpora- 
tions ask us to act as lead 


managers. 

We don't just respond 
to their needs, we anticipate 
them. Often enabling clients 


Stale Development Institute 


u&nmun. 


RqidbBconta«n 7 


^§55? 
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to secure favourable positions. Ahead of their rivals. 

We offer a sophisticated range of fmanriaT 
tools. Supported by a network of 32 offices and 
group companies in 23 countries worlwide. Our 
size and experience means we can source funds 
from a variety of markets. And obtain placings 
throughout Europe as well as Japan. 

The talented people 
who staff our offices are 
predominantly local. Their 
homegrown knowledge 
gives the Daiwa client 
access to the ideal mix of 
prudence and opportunity. 




Daiwa. Europe Limited 

5 King William Street, LONDON, EC4N 7AX, UK Tel: 071-548 8080. 

Daham Securities Co. Ltd. 

6-4 Otemachi 2-chome, Chiyoda-ku, TOKYO 100, Japan Tel; 03-243 2111. 


DAIWA 


AMSTERDAM BRUSSELS DUBLIN FRANKFURT GENEVA LONDON LUGANO MADRID MILAN PARIS STOCKHOLM VIENNA ZURICH 

This advertisement has been issued by Daiwa Securities Co. Ltd and approved by Daiwa Europe limited, a member of TSA, AFBD and the ISE. 
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TODAY’S 

APPOINTMENTS 
ARE 





See thelop Opportunities page in Friday’s FT :? 
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Now 

you’ve made 
it abroad, 
what will you 

do with 
the money? 

When you’ve worked hard lor your money you don’t want it to sit idle. That’s why our subsidiary 
Nationwide Anglia Overseas Ltd now has an investment account specifically for expatriates and non UK 
residents. Our Overseas Account has three options. Instant access with annual interest, or monthly 
income. And a tog rate 90 day notice option with special instant access of up to £10,000 each financial year, 
paying annual interest All three options pay interest gross and have tiered rates from £5,000 through 
to £50.000. with a maximum investment limit of £500,000. For the latest rates phone our interest rate hot- 
line on 0624 606095 and then open an account by filling in this coupon. Or tick the box and we’U 
send you more details. After all now you’ve made it don’t you want to make more of it? 

Please complete and return to Nationwide Anglia Overseas Ltd. PO Box 217. Market St Douglas, Isle of Man or fax 

on 0024 6634^5. I/we endose a cheque payable to Nationwide Anglia Overseas Ltd for £ to open an 

OvcrseasAccount with □ Instant Access □ Monthly Income □ 90 Day Notice □ Send further details of Overseas Account 

Nume(s) Signature Is) 

Address XI Nationwide Anglia 


No. 




Overseas Ltd 


A. tap, ^ -l-MUry of *nfc fclMM ***** 


Overseas Account Helping you make the most of your money 


FT! 


Inlcrcil met jml lien may i arv.Tcnm ami condiliinu available un reqrat. Interne will be earned on deaml fuaiK however, in the interest oftcenrity 
vnur jivuuni Mill mx be npciabie unlit a completed application form a accepted by the company 


COMPANIES AND FINANCE 


Provisions 
check Nova 
Scotia bank 

BANK of Nora Scotia, 
Canada’s third largest char- 
tered bank, has reported final 
net income of C$5Z2m 
(US$441ni) or CS&33 a share 
for fiscal 1990, up from 
C$22Lfon or C$1.01 a year ear- 
lier, writes Robot Glbbens. 

But fiscal 1989 included 
C$800m in Third World debt 

provisions. this, fis- 

cal 1990 earnings dropped 25 
per ivtd, reflecting hi gfmr loan 
loss provisions and the North 
American recession. 

Fourth-quarter profit was 
CSU0-3m or 48 cents a share, 
against a loss of C$2 4L8m or 
C$L37 a year earlier. Exclu- 
ding the provisions, fourth- 
quarter earnings dipped 8.4 
per cent. 

BNS has provided for 87.4 
per cent of its Third World 
debt exposure. Net non-per- 
forming loans were CSUbn at 
October 31, up from C$400m. 


Cuts warning 
at Christiania 

CHRISTIANIA, Norway’s 
second biggest bank, has 
warned employees in an inter- 
nal comnmmqud that it will be 
necessary to increase cost-cut- 
ting measures further than 
aarHwr planned, writes 
FosslL 

The hank s uite d a net loss 
of NKrl23m ($21. 2m) in the 
first *4gh+ m onths of year 
and subsequently saw a fur- 
ther deterioration in the abil- 
ity of some of its leading com- 
mercial and private sector 
engagements to repay their 
debts, faring additional credit 
write-offs. 

On January 4 employees are 
to be told of bank's ptaw* 
for farther rationalisation 
which may mwn| an additional 
500 redundancies. 

Chris tiania has been hit by 
falHng share prices in Norway 
and depressed net interest 
inrnm, due to IB MB fcj r i ling 
loans and higher Interest 
rates. 


Keating assets 
to be liquidated 

A FEDERAL judge in Arizona 
said he would approve a plan 
to liquidate the assets of Mr 
Charles Keating’s American 
Continental Corporation, 
writes Alan Friedman. 

American Continental is the 
former parent of thw defunct 
TJnenin Savings & Loan, the 
savings bank at the centre of 
alleged bribery charges 
against five DS senators. 

The plan calls for American 
Continental’s assets to be liq- 
uidated over three years to 
provide partial payment to the 
company’s 25,000 creditors, 
who are owed $365m. 

T he Ph oenix-based Ameri- 
can Continental filed for Chap- 
ter 11 protection from its cred- 
itors in April 1968, In response 
to a request from federal 
savings and loan regulators. 

Lincoln’s failure Is expect e d 
to cost taxpayers about $2bn. 
Mr Keating has opposed the 
liquidation plan. 


Chief of Strauss 
Turnbull resigns 

MR PETER Hogarth has 
resigned as chief executive of 
Sodete Generate Strauss Taro- 
bull Securities, the London- 
based broker, after 2 14 years, 
writes Tracy Corrigan. 

The position will be filled by 
Mr Pa trick Pagni, currently 
deputy chief executive. 

Mr H ogarth presided over 
SGSTS’s transition from pri- 
vate ownership to majority 
ownership by Socidte Gener- 
ate, the French bank. He will 
remain with the company to 
oversee the management of its 
settlement and clearing sub- 
group. 


EUROMARKET 
TURNOVER ($m) 
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Storm at Credit Agricole 
after heavy losses found 


By George Graham in Paris 

CREDIT AGRICOLE, France’s 
big cooperative bank, has been 
tom by a row among its top 
management after the discov- 
ery of heavy losses on its inter- 
national activities. 

The Caisse Nationale du 
Credit Agricole (CNCA), the 
central organisation for 89 
regional co-operative agricul- 
tural banks, said it would 
make provisions of about 
FFrLSbn ($300m) after an audit 
uncovered severe international 
corporate and property loan 
losses, mostly in the UK and 
Ireland. 

The French bank is under- 
stood to be exposed to the Irish 
beef processing group Good- 
man International, where an 
examiner (similar to an admin- 
istrator) has been appointed, 
and to Polly Peck, similarly 
under administration. 


Bat a row over how to reor- 
ganise the group's interna- 
tional activities lad on Friday 
to the salting of Miss Monique 
Bourven, the group’s deputy 
chief executive. 

Credit Agricole said Miss 
Bourven favoured a rapid 
development of the bank's 
International business, while 
Mr Philippe Ja£fr6, the chief 
executive, decided on a slow- 
down to focus on the most 
profitable sectors. 

Other Paris bankers, how- 
ever, said the row stemmed 
from other causes, including 
the recent nomination of 
Mr Elie Vannier, a former 
television journalist with no 
previous banking experience, 
to head Credit Agricole’s 
capital mar kets division, form- 
erly Miss Bourven’s depart- 
ment. 


Miss Bourven’s sacking has 
stirred revolt among employ- 
ees at Credit Agricole, which 
has always suffered from ten- 
sions between the regional co- 
operatives, the CNCA and the 
state, which until 19® owned 
the CNCA 

Although Mr Jaffre was 
appointed after the sale of the 
CNCA by the state to the co-op- 
eratives bankets say he Is still 
regarded by many Credit Agri- 
cole employees as a representa- 
tive of the Finance Ministry, ■ 
where he was a senior official 
until 1988. 

Miss Bourven has spent her 
career until now at Credit 
Agricole. She rose through the 
bank’s fund management and 
c apital markets divisions, only 
taking over responsfinlity for 
the international division in 
June. 


Kvaerner asks Aker to 
study benefits of merger 


By Karen Fossil in Oslo 

AKER, Norway’s biggest 
private industrial company, 
has been approached by Kva- 
emer. Norway’s third biggest 
industrial company, to con- 
sider possible benefits of a 
merger, according to Mr Ger- 
hard Heiberg, Aker president 

Combined, the two compa- 
nies would have a yearly turn- 
over of about NKr25bn 
and a staff of 25,000. In 1989 
Aker had a turnover of 
NKrl4.6bn and has a market 
value of NKr4^bn. Kvaerner 
last year had turnover of 
NKr9.5bn and has a market 

wipTfaiTiaitifln Of NKrThn 

Both Mr Heiberg and Mr 
Erik Toenseth, president of 
Kvaerner, deny that their com- 
panies are in merger talks or 
negotiations. Both companies 
have established formidable 
large businesses in deliveries 
to the offshore petroleum sec- 
tor. Aker has yearly sales of 
NKr6.5bn In the affohore sec- 
tor, Kvaerner about NKrtbn. 

This year Aker has been con- 
solidating its business activi- 
ties to return to core busi- 
nesses of cement and building 


materials and offshore oil and 
gas contracting. 

Kvaerner’s advances come at 
an inconvenient time for Aker, 
as it is seeking to improve its 
finances and strengthen its 
presence outside Norway. 

Mr Heiberg said Aker had 
engaged a consultant to iden- 
tify fixture strategic options. A 
report is expected by December 
19, when Aker's next regular 
board meeting will be held. 

Last month Norway’s minor- 
ity Labour government 
announced its intention to 
repeal the discretionary 
r-innopc of the so-called conces- 
sionary laws which safeguard 
the country’s industry, fish- 
eries anti financial institutions 
from foreign ownership. 

This is meant to be under- 
taken ahead of the “European 
Economic Area” agreement 
between the European Commu- 
nity and file European Free 
Trade Association, of which 
Norway is a member, but has 
prompted a domestic debate 
over how to create a basis for 
Norwegian ownership of its 
companies. 


Continental still opposed 
to Pirelli terms for link 

By Andrew Fisher in Frankfurt 


CONTINENTAL, the German 
tyre manufacturer, remains 
opposed to the terms of the 
merger offer from Pirelli of 
Italy and regards the weaken- 
ing of the world economic situ- 
ation as a bad time for the two 
companies to combine, Mr 
Horst Urban, Continental’s 
chief executive, said. 

While continuing to keep the 
door open for farther talks and 
proposals, he stated: “We do 
not need Pirelli to stay alive.” 
The German company had 
expanded rapidly in the 1980s 
and intended to grow farther, 
especially in the Far East and 
eastern Europe, where an alli- 
ance with Pirelli would not 
bring any advantages. 

Mr Urban said the “desktop 
evaluation” Of the financial 
worth of the two companies, 
proposed by Continental as a 
basis for further talks, should 
be completed by Christinas. He 
could not say what might hap- 
pen then. But he repeated that 
apart from objecting to the 
fi nanci a l terms of Pirelli’s 
merger proposal. Continental 
also disliked its insistence on 
mana gement controL 


“Continental has no inten- 
tion of becoming a Pirelli com- 
pany," he said. He added that a 
merger would also lead to a 3 
or 4 per cent loss of combined 
market share in Europe, since 
motor companies were reluc- 
tant to buy too much from one 
supplier. 

He said the terms offered by 
Pirelli might have looked bet- 
ter before the world started 
moving into recession. 
Although they might contain 
strategic and cost advantages, 
these were by no means as 
large as Pirelli claimed. Under 
the Pirelli deal. Continental 
would acquire the tyre busi- 
ness held through Pirelli Tyre 
Holdings (PTH) for DM2bn 
($L3hn). 

Despite the tyre industry cri- 
sis, Continental was still in 
better shape than many of its 
rivals. Earnings would be just 
under 1 per cent of turnover of 
around DM9.5bn qris year, or 
“at least halved". This would 
put them at less than DMlOOm 
against DM201m last year 
(excluding the effect of 
changed depreciation treat- 
ment). 


Airlines’ 
share swap 
explained 

SINGAPORE Airlines and 
Swissair yesterday announced 
details of a share swap plan as 
part of an alliance formed 
between them arid Delta Air- 
lines last December, Reuter 
reports. 

Under the plan, Swissair will 
have a 0.62 per emit stake in 
SIA’s enlarged capital and SIA 
will get a 2.77 per cent stake in 
Swissair. Each airline may buy 
additional shares in each other 
up to a maximum of 5 per cent. 

The latest swap deal com- 
pletes the trilateral purchase of 
equity among the three alli- 
ance partners. 

Delta is understood to be 
nearing completion this week 
of an agreement to buy certain 
Continental Airlines assets. 
Delta told its pilots’ association 
several days ago that it was in 
talks with Continental for 
some of its Pacific operations, 
the pilots’ group said. 

• Lufthansa Service (LSG), 
the German airline’s catering 
arm, has withdrawn its offer to 
buy a majority stake in Olym- 
pic Catering, the meals subsid- 
iary of Olympic Airways, after 
“reassessing the financial con- 
ditions” of the purchase, writes 
Kerin Hope. 

LSG is understood to have 
offered Dr&5bn ($43m) for 66 
per cent of Olympic Catering. 
Olympic Airways, the Greek 
state carrier, was to retain the 
other 34 per cent. The sale 
would have been the first to be 
completed under Greece's 
ambitious privatisation pro- 
gramme. 

GIAT to buy 
German group 

GIAT Industries of France is to 
buy Heckler & Koch, the Ger- 
man arms group which fn flfcnfl 
the G3 rifle used by Germany's 
armed forces, for an undis- 
closed sum, Reuter reports. 

Heckler has faced mounting 
financial problems in recent 
years due to soaring develop- 
ment costs in the defence 
industry. Heckler said the take- 
over still needed the approval 
of French and German anti- 
trust authorities. 

On Friday GIAT also 
announced the takeover of 
Fabrique Nationale Herstal, 
the Belgian arms maker. 

GIAT said it was also 
attracted by Heckler’s civilian 
production, which comprises 
about half the annnal turnover 
of about DMSOOm (8200m). 


Takeover downturn steepens 


By Nikki Tall in New York 

THE PLUNGE in US takeover 
activity, which has provoked 
sizeable Job cuts on Wall 
Street, is becoming more 
marked as 1990 wears on. 

Latest figures from Securi- 
ties Data show that US merger 
activity tumbled by a farther 
22 per cent between October 
ana November, despite Mat- 
sushita’s multi-billion dollar 
acquisition of the Hollywood- 
based MCA entertainment 
group last month. 

The group calculates that 
the value of deals announced 
last month was just $9.4bn, 
compared with $l£bn- worth in 
October. There was a slide to 
325 transactions from 357. 

US takeover activity in the 


first 11 months of 1990 is now 
running at only half last year’s 
leveL In the first U months of 
1988, there were 4,347 deals 
announced with a value of 
2360bn, compared with 4,127 
transactions worth $T78.7bn in 
tile same period of 1990. 

Moreover, most investment 
bankers are predicting an even 
drearier end to the year, with 
the possibility of war in the 
Guff recessionary forces, and 
the problems faced by the US 
and Japanese hanking commu- 
nities - i n cl uding the pressure 
on US banks to get their year- 
end capital ratios into the best 


The latest figures demon- 
strate the continued impor- 


tance of divestitures, in some 
cases sparked by parent com- 
panies’ efforts to reduce debt 
These totalled 879.6bn during 
November - and accounted 
for 44 per cent of the overall 
deal volume. In November 
1989, the value of divestiture 
was $126£bn, but only about 
one third of the totaL 
Worldwide, the livelier merg- 
ers and acquisitions market in 
continental Europe and privati- 
sation wort: boost the figures. 
Even so. Securities Data calcu- 
lates that global activity feMJ 
per cent between October ana 
November, to 327.2b n. For foe 
first 11 months of the year, foe 
figure is down by 33 per cent 
on the 1990 figure, at $toL6b m 



International Bank for Reconstruction 
and Development 
U.S. $250,000,000 
U.S. Dollar Floating Bate 
Notes due February 1994 

Far the interest period 30th November, 1990 to 28th February, 1991 
die Notes will carry an interest rate of 7-49682% per annum with a 
coupon amount of U.S. S187.4Z per U.S. $10,000 Note, payable on 
28th February, 1991- 


□ Bankers Trust 
Company, London 


Agent Bank 


KL0NWOBT BENSON GROUP pic 
(formerly Kkmwort Ben&nn Lo nsdale pto) 

US $100 million 
Primary Capital 
Undated Floating Rate Notes 

US$125 million 
Primary Capital 

Undated Floating Rate Notes (Series TWo) 
3 J Narember 1990 to the 31 May 1991, all the 


a coupon amount ofUS$43&04. 
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SYNDICATED LOANS 

Banks plan get-outs 
in event of Gulf war 


INTERNATIONAL CAPITAL MARKETS 


INTERNATIONAL BONDS 


The fail-back that investors do their utmost to avoid 


BANKERS are becoming so 
anxious that there may be a 
war Is the Gulf that they are 
often including specific war 
clauses in loan agreements 
before pricing them. 

Tlie United Nations resotn- 
tion last week to sanction the 
use of force if Iran does not 
pull out of Kuwait by January 
15 has heightened their con- 
cern. 

At the veiy least, banks that 
are bidding on deals will 
tighten np the wording of 
existing clauses that giro them 
a get-ont if there are material 
adverse changes in market 
conditions. 

“Anything we have quoted a 
price an now, wfQ lmve to be 
revisited in the event of a 
war," one banker said last 
week. 

"There may be no market at 
any price.” 

Banks are bidding an deals 
that will be launched in the 
first two TMwrtha of the new 
year. Although many. are still 
keen to lend money to keep 
their fees coming in, they are 
bidding only with the right 
provisos »wn for deals which 
carry an adequate return. 

Many provisos that are 
inri tided in existing loans are 
loosely worded clauses which 
give the banks a right to 
change pricing and conditions 
of a if there is a signifi- 
cant change d the market 
Banks are wwrtriwg rti«» more 
specific. 

2n addition, the pricing on^ 
deals js being held for much 
shorter 'periods. In the past, 
offers would remain on the 
table for three tql four weeks, 
but banks are now reluctant to 
hold a price for longer than 
five days. 

In these uncertain condi- 
tions, much financing is done 
by the -less public route 
whereby a group of banks form 
a dub to provide funds for a 
company that may have liquid- 
ity problems, or may just want 
to keep the details of a loan 
secret ~ until it ha& been 
arranged. 

Olympia ft York ; Canary 
Wharf, the London arm of the ■ 
large Canadian, property com- 
pany, achieved the first part of 
a refinancing of its Docklands 
project by the' (dub route. 

The £500m-deal, which has 
been in the market since July, 
-was completed with a group of 


Can. 575^00,000 ; 

Provinces New Brunswick 

Heating Rate Notes 
- dueUsylSBA 

Nodco is hereby given Ifua In rouped 
oi the interest Pariod from November 
30. 1990 tD.Etoruary 29. 1801. «y» 
Notes wU cany an faneraet Hole of | 
x&iflL per. annum. The amounts I 
payable on February 28, 1091. against 
Coupon No. 27 aril be Can. $307.81 
tor Bearer None erf Can. $10,000 
principal amount and Can. S30.78 tor 
Baarar Notes of Can. Si .000 principal 
amount 

9f. Ita Obw ■iilutlw 
lo*»,Jigrt8Hfc O 
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10 banks last week. 

The company managed to 
achieve fairly competitive 

terms for the project finance 
which paid an interest rate of 
% over the London interbank 
offered rate, rising to % in the 
last two years of the five-year 


The financing was tough to 
put in place, according to 
banks close to the deal, since 
tire 10m sq ft of office space at 
Canary Wharf is only partially 
let. But O&Y was willing to 
work closely with the banks 
and change the terms of the 
loan if need be. 

The company is now seeking 
a second refinancing for the 
project 

Its funding requirement 
totals £600m over 10 years, but 
the company is likely to have 
to pay a higher interest margin 
since prices have risen in the 
market since its first loan. 

Syndication, of the two loans 
for the electricity generating 
companies closed last week 
and. PowerGen is due to sign 
zts deal on Thursday. Both 
loans were slightly oversub- 
scribed by large groups of 
banks: there are 73 in the 
National Power deal and 50 in 
PowerGen. 

With th** funding for thp tJK 
electricity industry in place 
baids are turning their atten- 
tion to Scotland, where Scot- 
tish Power and Hydro Electric 
are due to be privatised next 
year. The two companies are 
expected to approach the loans 
■ marke t for £30QnHS400m each 
in early January. 

The successful syndication 
of the loans for the electricity 
generating companies shows 
that banks will still get 
involved in deals if they offer a 
good return. 

in foct/the acquisition fund- 
ing being arranged for North- 
ern Telecom has attracted 
more demand than initially 
expected and the deal is over- 
subscribed at the sub-under- 
writing level Now that it is 
going to general syndication, 
same banks are fr ustrate d at 
seeing their commitments cot 

The Northern Telecom loan, 
shows how some banks are so 
keen to sell deals in difficult 
market conditions that they 
can often end up overselling 

ftpni. 

Deborah Hargreaves 


THE EVENTS of the last week 
have cast a shadow over the 
youthful market in variable 
rate notes. Three issues from 
leading banks have revetted to 
‘‘fell-back” interest rates, ren- 
dering fogflU highly Alig n i ff in 

the hands of a key group of 
investors who bought the 
paper cm the basis of its liquid- 
ity. 

Banks have been searching 
for a ready source of floating 
rate capital since the perpetual 
floating rate note market col- 
lapsed into a state of intracta- 
ble illiquidity in 1987. The vari- 
able rate note structure 
appeared to offer a solution to 
the problem, by offering syn- 
thetic liquidity via a quarterly 
remarketing process. 

The basis of this synthetic 
liquidity is an investor put 
option, which operates at each 
quarterly “remarketing period" 
- when the interest margin is 
set by the issuer and the 
remarketing agent, in consulta- 
tion with investors- 

Under normal circum- 


stances, investors dissatisfied 
with the new margin can put 
the bonds back to the remar- 
keting agent While the remar- 
keting process is operating cor- 
rectly, holders of VRNs can 

choose either to rollover their 
investment or redeem the 
paper every three months. 

Promoters of the VRN struc- 
ture have emphasised this 
liquidity in sales documents. A 
recent Salomon Brothers 
research note commented that 
the chances of market disrup- 
tion in tft 1 * short to medium- 
term “must he viewed as 
remote”. 

However, the put option 
ceases to operate when the 
instrument reverts to the fell- 
back rate. 

Hence buyers of the (L4bn of 
VRNs now at the fall-back rate 
are left holding illiquid instru- 
ments, having bought the 
paper on the basis of its liquid- 
ity: 

This Is particularly painful 
for investors which are not 
natural long-term holders of 


paper. Many VRNs were soild 
to corporate treasurers who 
bought the paper to manage 
short-term liquidity, in the 
manner of commercial paper. 

According to figures from 
Salom o n, corporate treasurers 
are the biggest tingle category 
of buyers of some VRN issues. 
Thus 33 per cent of Bank of 
Ireland’s S3 00m VRN issue, 
now at the fallback margin of 
100 basis points, is held by Jap- 
anese ana European corpora- 
tions. 

Similarly, 28 per cent of 
National Westminster's $500m 
issue is held by companies, 
although this issue has yet to 
hit its fail-back margin of 80 
basis points over the London 
interbank offered rate. 

These key buyers of 
short-term liquid paper may 
uow be mien thusias tic about 
investing in VRNs. 

None of the banks in the 
spotlight last week - National 
Westminster, Bank of Ireland 
and National Australia - feces 
a serious problem of credit 


quality. But the episode does 
highlight bow the cost of capi- 
tal for . hanVn bps cHwihwI uj 
the past quarter. 

For example. National Aus- 
tralia Bank launched its £I5Qm 
VRN just four months ago at a 
spread of 35 basis points over 
labor. Today it appears that 
investors are demanding a 
return in excess of the 65 basis 
point fail-back rate. 

Not an VRNs have reverted 
to the fell-back margin. Those 
that have done so were priced 
on a particularly tight fallback 
marg in. 

This offers a due to the true 
cost of such capital for a bor- 
rower such as National West- 
minster. Thus Nat West’s 
senior dated VRNs cost the ban 
between the 37.5 basis paints 
fall-back margin now in opera- 
tion on its 3500m issue anti 60 
Ho gig points — the fan hart 
margin on a still-liquid Nat- 
West VRN deal 

It is a measure of the speed 
with which margins have wid- 
ened that National Westmin- 


ster’s last comparable VRN 
was launched only in October, 
tit a margin of Just 15.75 basis 
points over LEbor. 

The problem for the banks in 
question is not overwhelming 
in the short term. The fell-back 
rate protects them from any 
further widening of margins, 
and fallback margins of even 
100 basis points are not crip- 
pling. 

In the longer term any weak- 
ness in the VRN market would 
rob the banks of a valuable 
smnxe of ca pita l. 

However, the increased cost 
of bank capital is not restricted 
to the VRN instrument The 
yield on straight bonds issued 
by banks have increased 
equally over the past three 
months. For example. Long 
Term Credit Bank of Japan's 
3150m issue maturing 1996 was 
trading at a steady 75 basis 
points over OS Treasury paper 
last year, gradually widening 
to 80 basis points by August 
this year. Since then, the 
paper has moved out to 110 


basis points over treasuries. 

On 8 swapped basis, for 
rough comparison with VRN 
maxgins. ba nks such as LTCB 
were paying about 5 basis 
points below Libor a year ago. 
against 25 basis points aver 
Libor at current levels. 

Banks which face specific 
credit Quality questions have 
suffered even more. For exam- 
ple, the spread on Standard 
Chartered's sterling 12% per 
cent convertible loan stock 
issue has widened from 310 
basis points to 600 basis points 
in three months. 

Moreover, the problem is 
unlikely to go away. In the lat- 
est edition of Standard & 
Poor’s CreditWeek, the US rat- 
ings agency predicts that: 
“Banks ore likely to experience 
a continued steady, and in 
some cases, dramatic weaken- 
ing of credit quality exacer- 
bated by lower lending mar- 
gins and continuing high 
Interest rates.” 

Simon London 


NEW INTERNATIONAL BOND ISSUES 


US DOLLARS 

Maada Corpt+ 

Nippon Air Brake Co.t+ 
Yokohama Rubber* 

DaAcill Chuo KKatehe* 

Torn Reel Estate* 

Komatsu Ud* 

0B(n}4 

SansMn Electronic©! 

Century Leasing + 

Tokyo Leasing^ ' 
ttnkl Kosakuahohft 
Japan Leasing Corp(u)**T+ 

CANADIAN DOLLARS 
PoetipaiikM(b)+ 

AUSTRALIAN DOLLARS 
St Q9C.Com.VJctoria(o] 4 

NEW ZEALAND DOLLARS 
Toronto Dom.|AuSL)+ 

STERLING 

Alliance & LejcestarfQft 

ECUs 

CrJtjnder de Francefh)4 
Toyota Motor Cr.Cwp(ti+ 

D-MARKS 

African DwtBaak+ 
lnrfin.CrJNaLNV.{d)ft 

Tsda Corporation Co.* 

Gastec Sendee* 

SCA Capital Gorp BV(k}t+ 

PESETAS 

EumCoal & Steel Common ♦ 


Amount 

m. 

Maturity 

av. m 
yaara 

“sr 

Price 

Book runner 

Oiler yield 
% 

Borrowers 

SWISS FRANCS 

200 

1994 

4 

4h 

100 

Dafwa Europe 

4.500 

KDK Corp(a)*-ik§4 

100 - 

1994 

4 

4h 

100 

YamatcM Int 

4500 

ttetto Trust ConeLi[e)**S 

150 

1994 

4 

(4$) 

100 

Yamaichi Int 

- 

Lan’krodfok.B W uotirg** + 

no 

1994 

4 

(4%) 

100 

Daiwa Europe 

- 

Paltac Corpfa)**§ 

100 

1994 

4 

(4J) 

100 

Nomura Int 

- 

Unit 

. 400 

1994 

4 

(4%) 

100 

Nomura Int 

. 

' Province of Quebec**+ 

300 

1997 

7 

9\ 

101.88 

Goldman Sactts 

8.878 

tsetrni Co.**# 

50 

1984 

4 

(SM 

100 

Daiwa Europe 

. 

Glrtza Yarotaya Co^ral**^ 

30 

1995 

5 

8.65 

101% 

DKB Int 

8207 

DSL**4 

30 

1995 

5 

865 

101% 

DKB Int 

8207 

Aegon NV# 

1» 

1994 

4 

4*2 

IDO 

Nomura Int 

4.500 

World BanWr*# 

50 

1965 

5 

(«) 

100 

Cosmo Secs. 

■ 

KFW fntFbtteteft 

Stilnobu FootistqbhH 1 








Ford Motor Credit# 

120 

1995 

5 

P») 

101% 

Yamaichi hit 


YQJ 

Monte Del Paachi(i)4 
Unibank 


Book runner 


NBAo (Switz) Fin 
Nomura Bk (Switz) 
Credit Suisse 
wtrtachafts & Prtvattk. 
BSI 
SBC 

Mitsubishi Sh (Switz) 
Nomura Bk (Switz) 
Credit Subse 
- SBC 

BqueParibas (Suisse) 
Deutsche Bk (Sutae) 
Nomura Bk (Switz) 
UBS 


Otter yield 
S 


10155 Hambros 


981* BZW 


96.70 CCF 

102J995 Paribas Capital Mkte. 


100\ Deutsche Bode 
1 0I 3 * Dahva Europe GmbH 
' 100 Commerzbank 
100 Nomura Europe GmbH 
100!< WattLB 


101.70 BaiKsta 


Canadian ImpJBk Comm.(p)ft 
Sumitomo CbemlcBl+ 

Inti nance CrJteLNV(r)t^ 

LUXEMBOURG FRANCS 
QkobanMHk# 

UnfveroHy of Montrealffl^ 

CCF**ft 

Cecaffl* 

LIRE 

Credit Lyonnateft 


800 1994 
Ibn 1996 
900 1996 
Ibn 1986 


2 

8 

101% 

Sanwa bit 

(c) 

(c) 

100.10 

Nippon Credit Int 

1 

13 

101% 

New Japan Sacs. 

4V 

7.9 

101-575 

Nomura Int 

10% 

(r) 

102 

Mitsubishi Finance 

4 

10 

101.95 

KradietbtLAjux.) 

5 

9% 

101S5 

BA. 

5.167 

9% 

101% 

BCEE 

6 

9% 

its 

SQL 


101.65 Banco Di Roma 
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Notice of Interest Rates 

To the Holders of 

The United Mexican States 

Collateralized Floating Rate Bonds Due 2019 

NOTICE IS HEREBY GIVEN that the interest rates covering the interest period from 
November 30, 1990 to May 30, 1991 are detailed bekw: 

Interest 

Payment 

Series Designation Rare Interest A. mount Pare 

USD Discount Series D 9-04688 Pet. RA- USD 43.49 Per USD 1,000.00 May 30, 1991 
FFF Discount Series 11 ■ Pet. P.A. FPF 276.53 Per FFF 5.000.00 May 30. 1991 


December 3. 1990 


CITIBANK, N.A-, Agent 


l/yr Industrivarden 

Nine-Month Report 


Substantial increase in earnings 
Portfolio of listed stocks better than index 
Forecast unchanged 

Current net equity value SEK 214 per stock unit and CPN 


First Chicago Overseas 
Finance N.V. 

/- U.S. $100,000,000 

Guaranteed Floating Rate 
- Subordinated Notes due 1994 

Bar the three months 30th November, 1990 to 28th February, 1991 
the Notes, will carry an interest rate of 8%% per annum with a 
coupon amount of U.S. J217.19. The relevant interest payment 
date will be 28th February, 1991. 

1 Listed on the London Stock Exchange 


Bankers Trust 
Company, London 


Agent Bank 


Hill Samuel Overseas Fund 

SICAV 

Luxembourg. 1 1, rue Aldringen 

R.C. Luxembouig n c B 8422 

Notice of Meeting 

Messrs. Shareholders are hereby convened to mend die Annual Gen- 
eral Meeting which will be held on December 14, 1990 at 230 p.m. M the 
registered office with the following agenda: 

Agenda 

1. Snh mwtrio tvCTf die management report of the Board of Directors and 
of ibe repent of the Authorized Audltoc 


Central International Limited 

U.S. $150,000,000 

Boating Rate Notes due 2006 

for the three months 30th Nowanber, 1990 to 28th February, 1991 the 
Notes will carry an interest rare' of 815% per annum with an interest 
L amount ofUS. $212. 50 per U.S. $10,000 Note and U-S. $2. 125. CO per 
■ U.S. $100,000 Now payable on 28th February, 199L • 


September 30. 1990- Proposed payroos of a dividend of 34 cents per 
share. 


BankersTtust 

Compony.LondtHi 


their duties for the period ended S ept ember 30, 1990. 

4, Ratification of the co-option of * Director. 

5, Rcceipiof on twmxnation for election of the Direaors for a 

new tenn of one year. 

6, Any other business. 

The sharcholdets are advised that no quorum for the items of the 
agenda is required and that the decisions will be taken at the majority of the 
ohBTM present or rep res e n ted at the Meeting. Each share is cnfflled to one 
vote. A shareholder may act at any Meeting V proxy. 

By order of the Board of Directors 


Agent Bank 


B8t30(MNXMW0 PL0AHNGRA3B 


lfctes,Mdc8bhirete*wtiti^«wae 1 

lnt^p«todfo5mS6Nownberl890 

to 31 Dttfflriber IMO the Notes cany afl 
itaiwftiateofSWipwannwn. 

TM interest psyaWemt^relewt 

interest pwmmtiteteSl December 
1090 aadwteowffl no 73 wffl he 
G8155U8 per Ual^OOO Note. 


CHOWCWBUK 

ASNUBank 


TRIPS LIMITED 

Swiss A U-S423.000XO0 
Seemed Ftoaung Rate 
- Notes due 1^2 
teMaetiteto&rfSWipiL WW* 1 ^ 
Mat* M«Me 

parU^XthMAMNOteU&trfaSWlg- 

DatteBBif aat 19B0. Lem** 1 

aKSn^waiiiiinr- 1— -Jn-<ww*_ 


ABSvenakExportkredif : 
A'&^el'«h Cw^oation) I 

(Inoorpotwed ta-die KIbbIwo cf 

. Sweden with bmlm! llabiUty) 
Canadian DoB*r* 150,000,000 

LZ per cent- Notes Doe 1990 
iRAleenuble W the C^non of die 
■ Imuertfl U-S- CWlm) 

Notice is hereby et»«i that- 1° 
accoidunce with Condition 4tel of 
the Tenn* and Condition* of Ac 
Nodes, [foe Redemption Amount 
payable cm the 28A December, 1990 
will be in U.S. Dollar.. Accwd- 
ingly, the amewtif JNTahle per 
Canadian Dollar* I«w® H*»* •* 
U.S. *825-00 a™ 1 
DoUan Note fa U-S. 

$4,125.00. Interest on Ac Notes 
willbe pay able in Canadian DoMan- 

au«i>aant 


TOPS SERIES m LIMITED 

( Incr/rporoied uadi limited ircWify in the Cayman Isiondl) 

U.S. $110,000,000 

Series HI Floating Rate Trust Obligation 
Partic i patio n Securities due 1992 

Secured by a Charge on a Portfolio of Hsed Rate Bonds 
andNotes with an aggregate pr incipa l amount of 
U.S. $159,610,000 

Bor die period 4th June. 1990 to 3rd December, 1990, the securities 
will carry an interest rate of 8* 65% per annum with a coupon amount 
of U.S. $10,932.64 per U.S, $250,000 denomination and 
UJS. $21,865.28 per U.S. $500,000 denemtireuion, payable on 
3rd December, 1990- 

Eisted on the Luxembourg Stodt Exchange 


Group earnings after financial Hems and 
minority Interest but before profits on the sale of 
listed stocks were SEK 45M for the period wfiidi Is 
a 33 percent Improvement over the previous year. 

As before, the full-year earnings are expected to 
be around SEK 50011. In addition, there win be 
substantial profits from sales of listed stocks. 

The value of the Baled stock portfolio amounted 
to SEK 7,100 m. Adjusted for acquisitions and 
sales, there was a 20 percent fall in the value of the 
portfolio. Index fell by 28 percent. 

At November 28, industrivfirdon's net equity 
value was estimated at SEK214 per stock unit and 
CPN after fuU dilution. 

PORTFOLIO OF LISTED STOCKS 
In foe first nine morths of th e yea r, the value of the listed 
stock portfolio dropped by SEK 1.400M to SEK 
7,1 OQM. Adjusted lor acquisitions and sales, the 
portfolio value fell by 20 percent (index fell by 28 
percent). At the end of the reporting period, the 
undisclosed reserve amounted to SEK 3.800M (SEK 
5^00M at the beginning of tbe year). 

After die eod of file reporting period - at a price of SEK 
430 per stock unit - 1,262,100 Volvo A shares were sbki 
to Renault and an optin agreement made for the sale to 
Renault of an additional 453/100 Volvo A shares at the 
same price. The profit on the sale amounts to SEK 
203M to which amount SEK 59M will be added if the 
option is exercised. 

INDUSTRY AND TRADE 
Earning s, calculated after financial items and minority 
interest, amounted to SEK 370M (259) - comparable 
units, earnings increased by 19 percent 

PLOTs earnings after financial income and expenses 
amouraed to SEK 286M (227) which for 


comparable units is 27 percent up on the previous 
year. 

Dacke's e arnings, calculated after financial items 
and minority interest in Block & And resen, 
amounted to SEK 84M (93) which - for comparable 
units - is slightly less than in the previous year. 


REAL ESTATE 

During the period, the rent income of the real estate 
bolding managed by Fasti ghets AB Fundament 
amounted to SEK 82M (76). 


Industrtv&rden - Group earnings 
January 1 - September 30, 1990 (SEK M) 
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INTERNATIONAL CAPITAL MARKETS 


UK GILTS 


Clouds recede as Major takes over 


SUDDENLY Investors in 
gilt-edged securities are smil- 
ing. In the past two weeks, UK 
government bonds have leapt 
out of a lack-lustre period, with 
prices moving smartly 
upwards. 

The price movement has 
been driven by a rush of specu- 
lation about interest rate cuts 
and hopes in the market of a 
more stable UK political cli- 
mate with the appointment of 
Mr John Major as the prime 

minister. 

Last week the market kept 
up the momentum, with gains 
in particular in long-duration 
bonds which mature early next 
century. The 9 per cent bench- 
mark Treasury bond, maturing 
in 2008. closed on Friday night 
at 88%, a rise of 1% points on 
the week. Yields fell as a 
result The rise in the gilt price 
followed a 2 point increase the 
week before. 

The December long-gilt 
future reflected this move- 
ment. closing on Friday at 88, 
against 86% the week before. 

Several factors are behind 


UK gilts yields 


Restated at par (%) 
11.5 


11.0 


10.5 


10 . 0 , 



10 yeais 20 30 

SauraK Warburg Socuridss 


this pattern. Signs of a reces- 
sion are becoming clearer. As a 
result finan cial markets are 
gathering confidence that the 
14 per cent base rate will be 
cut by the end of the year. 

Last week the Confederation 
of British Industry predicted a 
1 per cent contraction in total 
UK output next year, against 
the official Treasury projection 
of growth of 0.5 per cent. 


This was followed by a warn- 
ing bom Sir Denys Henderson, 
chairman of Imperial Chemical 
Industries, of a recession last- 
ing up to 18 months. The 
speech by the boss or Britain's 
biggest manufacturing com- 
pany will not have endeared 
Sir Denys to Mr Major, who In 
recent weeks has talked about 
a short, shallow economic 
decline. 

On Thursday, City analysts 
came up with the latest esti- 
mates for MO, the narrow mea- 
sure of money in the economy 
mostly made up of notes and 
coins. These showed that MO 
fell in the three months to the 
end of November by 23 per 
cent on an annualised, season- 
ally adjusted basis. That would 
be the steepest decline since 
mid-1982. 

Since the Treasury is espe- 
cially fond of MO as a tool to 
monitor demand pressures in 
the economy. It is likely that 
Mr Norman Lamont, ^ chan- 
cellor. will pore over the fig- 
ures with great interest They 
support the view that inflation- 


ary trends in the economy are 
easing and that a cut in .base 
rates could soon follow. 

The big question is when. 
Many analysts reckon on Mr 
Lamont waiting until after 
December 14 - the date when 
the government is expected to 
airnmincg a fall in the annual 
inflation rate to about 10 per 
cent against the 103 per cent 
in October - before easing 
borrowing conditions. 

The Bank of England, which 
advises the Treasury on inter- 
est rates, has tried to damp the 
speculation about an early cut 
in rates. In a series of money- 
market actions in recent weeks 
- most recently on Friday - it 
has insisted on not going 
beneath the base rate when 
tauting to the banking sys tem 

Despite this, the three-month 
inter bank rate, which gives a 
general guide to expectations 
in the hanking sy s t em about 
future interest rates, closed on 
Friday night at 133 per cent, 
little changed on the week. 


Peter Marsh 


JAPANESE BONDS 


Counting on peaceful end in Gulf 


IN A bad year for Japanese 
government bonds, the past 
two months have seen a sur- 
prising- strength despite the 
continuing threat of axonflict 
in the. Gulf, ^encouraged by 
signs-' that Japan's economic 
growflThas peaked. 

• ' The strength was shown dur- 
ing Friday's trading, when the 
10-year benchmark bond ini- 
tially fetPsfiarply with the yen, 
which was pushed down by 
fears aroused by the United 
Nations Security Council reso- 
lution on the Gulf Soon after, 
demand for bonds turned the 
market around, while the yen 
continued to languish. 

Traders generally think the 
bond market has accounted for 
a peacefu' settlement of the 
Gulf cris' , though the pros- 
pect of l S-Iraq negotiations 
could push bond prices higher 
this week. Trading has been 
influenced by aggressive buy- 
ing of bond futures and traders 
will take a lead from the March 
1991 contract on' 10-year bonds, 
which closed at 93.40 ^pn Fri- 
day, up 035 from Thursday. 

The market has shown 
greater resilience than the yen 
over the past week, but the 


course of the currency market 
is seen as the immediate guide 
to the direction of bond prices. 

The buoyancy of the market, 
with the benchmark No 119 10- 
year bond yielding 7.425 per 
cent at Friday's close, has 
highlighted the widening gap 
in the inverted yield curve. On 
Friday, there were 80 basis 
points between overnight rates 
and the benchmark bond and a 
full 1 per cent between the 10- 
year bond and three-month cer- 
tificates of deposit 

Mr Toshihide Mizuno, dep- 
uty general manager of capital 
markets trading at Sanwa 
Bank, said the signs of a slow- 
down in Japanese economic 
growth had raised the possibil- 
ity of a cut in the official dis- 
count rate (ODR) early next 
year. The Bank of Japan, con- 
cerned about inflation, had 
pushed rates higher to slow 
growth and could soon be satis- 
fied with the results. 

Traders also said that con- 
cerns in the equity market 
about a possible plunge in 
property values and the impact 
on several heavily exposed 
companies bad prompted insti- 
tutional investors to seek 
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“quality” returns from the 
bond market. The stock market 
was troubled last week by 
rumours of fimmrial difficul- 
ties at a large investment com- 
pany with holdings in several 
well-known firms anH a signifi- 
cant p roperty portfolio. 

Mr Marshall Gittler, at UBS 
Phillips & Drew, said investors 
were “very worried about the 
real estate market”. He 
believed the bond market’s 
strength was an incentive to 
buy, particularly for people 
who “have missed the redly so 
far” but who feel that the 
momentum will continue to 
create profit opportunities. 


There are fears that the mar- 
ket has been too enthusiastic 
in embracing the prospect of 
peace in the Gulf and that a 
sudden surge of tension will 
mar k the end of the rally. 

Ms Kuniko Usui, at James 
Capel. said institutions had 
played an important role, as 
they were avoiding the stock 
market, where turnover had 
been consistently low in the 
past month. And, she said, a 
slowdown in banks * demands 
for subordinated loans from 
insurance companies had freed 
funds for the bond market. 


Robert- Thomson 



This announcement appears as a matter of record only 


New Issue 


December 1990 



North East Finance 

of Japan (NEF) 


- Hokkaido-Tohoku Development Finance Public Corporation — 


guaranteed by 

THE JAPANESE GOVERNMENT 


Swiss francs 1 00 , 000,000 


7 %% Bonds 1 990-2000 


BANQUE PARIBAS (SUISSE) S.A. 

Mitsui Taiyo Kobe Bank (Schweiz) AG 


Bank of Tokyo (Schweiz) AG 

The Industrial Bank of Japan (Schweiz) AG 

Yamaichi Bank (Switzerland) 

Bank Heusser & Co., Ltd. 

J.P. Morgan (Switzerland) Ltd. 


Daiwa (Switzerland) Ltd. 
Nomura Bank (Switzerland) Ltd. 

Banca del Gottardo 

Banque Nationale de Paris (Suisse) S.A. 

S.G. Warburg Soditic SA 


Takugin Finanz (Schweiz) AG 


Swiss Security No. 780.601 



US MONEY AND CREDIT 


Easing hoped for sooner, not later 


>' in ' 


NOW THAT Mr Alan 
Greenspan, the cautious chair- 
man of the Federal Reserve, 
has characterised the US econ- 
omy as being to a “meaningful 
downturn” the question being 
asked in the band marke t is 
when Mr Greenspan will pro- 
duce a meaningful easing of 
monetary policy. 

The consensus is that this 
week's schedule of economic 
data, especially the employ- 
ment figures due on Friday, 
could persuade Mr Greenspan 
and his colleagues at the Fed 
that it would be better to ease 
sooner rather than later. The 
employment data is expected 
to show a rise in the unemploy- 
ment rate of at least 0.1 per 
cent, to 5.8 per cent. 

Some analysts reckon that 
the macro-economic news this 
week, beginning with today’s 
expected farther decline in the 
US purchasing managers’ 
index, the key survey of eco- 
nomic conditions, will not only 
define the market’s mood 
betwe e n now and yearend, but 
will convince the Fed to ease 
rates before its next Open Mar- 
ket Committee meeting on 
December 18. 

The purchasing managers’ 
index fell to an eight-year low 
of 43J per cent in October - a 
reading below 44 per cent 
means the economy is con- 
tracting. Estimates for the 
November index, to be 
revealed today, range from 41.8 
per cent to 43 per cent, which 
would reinforce the view of Mr 
Robert Brusca, chief economist 
at Nlkko Securities, that the 
US economy is “imploding.” 

Neither Mr Greenspan nor 
Bush administration officials 


have been willing thus tor to 
use what is known in Washing- 
ton as the “R" word. Recession 
is a politically inconvenient 
term. The administration's 
preference on televised occa- 
sions is to blame President 
Saddam Hussein of Iraq for 
damaging the US economy, 
although economists know 
th a t conditions in the US were 
weakening before the Gulf cri- 
sis. 

On Friday President Bush 
reiterated his view that the 
economy was' “at best in a seri- 
ous slowdown”. 

The President’s announce- 
ment that he was willing to 
hold direct talks with Iraq sent 
the bond market into a rap- 
id-fire rally, with a gain of l& 
on the day for the benchmark 
8.75 per cent 39-year Treasury 
bond, as the price of crude oil 
fell by more than $4 on the 
day, to S2&85. 

Friday’s rally brought the 
yield down to K39 per cent, a 
shift of just 5 basis points on 
the week, but considered by 
the market to be a harbinger of 
thing s to come. 

Although the situation in the 
Gulf moved prices on Friday, 
the market’s tone continues to 
be influenced by the steady 
flow of data indicating that 
recession or worse is now 
under way. On Friday the 
monthly index of leading indi- 
cators for October showed a 
drop of 1-2 per cent, the fourth 
consecutive monthly decline. 

The more pessimistic ana- 
lysts and especially those who 
are following the woes of the 
commercial banking industry, 
fear that the problems toeing 
the US economy are so struc- 
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tural that they signal some- 
thing worse than recession. 

Last week President Bush 
met h anke rs to discuss their 
troubles while Mr Nicholas 
Brady, the treasury secretary, 
outlined his proposals for legis- 
lative reform or the banking 
and securities industries. 

Meanwhile US and foreign 
h anks have been paying high 
prices for short-term money to 
prepare for year-end window- 
dressing of balance sheets. 

The increasing cost of bank 
fanning can have a counter 
effect on the price of Treasury 
bonds. Last Wednesday, for 
example, a brief rise in bond 

£ rices was wiped out by prob- 
>ms in the Interbank market 
and an auction of five-year 
Treasury notes. 

Some Japanese banks paid 
staggering rates, as high as 19 
per cent for short-term funds, 
while US banks paid as much 
as 15 per cent The Japanese 
meanwhile repatriated some 
$1.9bn of foreign bonds in Octo- 
ber and are now thought to be 


net sellers of US Treasury 
paper. Cash is being collected 
in Japan to help smooth over, 
the banking crisis there. 

Back on Wall Street the twin ■ 
prospects of a slew of negative 
economic news and a trip to 
Baghdad by Mr James Baker,', 
the secretary of state, suggest - 
to some analysts such as Mrs 
Maria Ramirez that the long- 
bond’s yield could soon drop as 
low as 8.35 per cent. 

The consensus view remains 
that It is wise to stay in short 
Treasury paper for the time 
being, but if the oil price 
remains below $30 a barrel and 
statistics show that the US 
economy's “meaningful down- 
turn” is becoming a profound 
downturn then there Is every 
reason to expect a continued 
rise in T-bond prices between 
now and Christmas. 

War in the Gulf - before or 
after the UN Security Council’s 
January 15 deadline - would, 
of course, change everything. 
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Alan Friedman 
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a it win be a week 
tile econom i c ont- 
new prime mirds- 
w chancellor, 
lfcely to stress - 
antious Treasury 

— that er w i lt r iu ft y 

ie order of the 

jOndon'S finanHal 
i brimming with 
dticipation of an interest cate 
<ft, both men are also likely to 
^ess that monetary policies 

ill have to stay tight in order 

i bring down inflation amt 
iterest rates. 

j'The Gatt round of trade 
ilks, proceeding in Brussels 
pday, are showing signs of 
mmln ent collapse. H negotia- 
Jons do break down this- will 
.ntensify the risk of world 
Recession. 

: Mr Norman T-amnn*, the UK 
fchanceHor, will have his 
debut on the international 
scene in Brussels at the week- 
end, hot the "business'’ meet- 
ing Of economics and ffwatyg 
/ ministers is expected to 
European economic integration 
I today without hhn, 

Evidence about the strength 
of the unified German econ- 
omy, in the shape of . industrial 


German QNP 

% charge over previous year 



PARLIAMENTARY DIARY 


■ TODAY 

Commons: Community 
Charges (substitute setting) 
Bill, second reading. 

Caravans (standard 
community charge and rating) 
Bill, second reading. 

Lords: Census (confidentiality) 
Bill, Committee. Natural 
Heritage (Scotland) Bill, 
Committee. 

Select Committee: Public 
Accounts — subject. Charity 
Commission. Witness: R. 
Guthrie (Room 16. 4.30 pm). 

■ TOMORROW 
Commons: Debate on EC 
documents relating to the 
1991 EC Budget Debate on 
the Debts of Overseas 
Government (determination 
of relevant percentage) 
regulations. Opposed private 
business from 7.00 pm. 

Lords: New roads, and Street 
Works Bill, Committee. 

Gaming (Amendment) Bill,-. 
Committee^ Select Committee:. 
Members’ interests — 
subject Parliamentary 
lobbying. Witnesses: Public 
relations consultants' Assn. 


Institute of Public Relations 
(Room 16, 4.15 pm). 
Committee on Private Bill: 
Midland Metro Bill (Room 6, 
10.30 am). 

■ WEDNESDAY 
Commons: Opposition debate 
on the Abolition of the Poll 
Tax. Motion on the National 
Health Service (Local Health 
Councils) (Scotland) 
Regulations. 

Lords: Debate on the Case 
for the Incorporation of the 
European. Convention on 
Human Rights Into' UK Law 
as a Bill of Rights. Debate 
on Land Use Tn Britain. 
Question to Government on 
the Route of the Ml to A1 Unk 
Road Across the Naseby 
battlefield site. 

Select Co mm ittees: Foreign 
Adairs — subject Southern 
Africa. Witnesses: Overseas 
Development Institute and 
Mrs Lynda Chaiker MP, 
Overseas Development 
Minister (Room 5, 10 am). 
Environment — subject 
Indoor Pollution. Witness: 
Carricfc District Council. 




production and trade figures, 
are out this week. 

Along with third quarter 
gross national product data 
(predicted by MMS interna- 
tional, the financial research 
company, to show an annmiT 
growth rate of 5-6 per cent), 
these wm give clues as to 
whether the Bundesbank, the 
central bank, wifi create ten- 
sion between members of file 
exchange rate mecha nis m by 
pushing German interest rates 
up. • 

This would narro w the inter- 


est rate differential between 
sterling and the D-mark, and 
und er mine the pound’s status 
as the hi ghpgt yielding cur- 
rency in the VRM at a Hmp 
when it is additionally the 
weakest. 

Traders will be watching to 
see whether the dollar's recent 
rally off its record low levels 
will be sustained. 

Other events and statistics, 
with MMS forecasts in brack- 
ets, include: 

Today: UK, final retail sales for 
October (down LI per cent), 
credit business for October. 
Brussels, Rcnfm meeting to dis- 
cuss Eu ropean economic and 
monetary union. US, NAPM 
Index (43d) per cent), construc- 
tion spending (down 1 per 
cent). riwrmrig j ipwrflrip indica- 
tors. Japan, foreign exchange 
reserves for November. 
Tomorrow: UK. official 
reserves for November (down 
CLOQzn), EC budget debate in 
the House of Commons. Ger- 
many, third Quarter gross 
national product (5.2 per cent, 
year-on-year). 

Wednesday: UK, housing starts 
and completions for October, 
advance energy statistics for 
October, detailed analysis of 


(Room 21, 10.30 am). 

Energy — subject Energy 
efficiency. Witnesses: Dept 
of Environment officials, and 
Mr Robert Maipas (Room 8, 
11.00 am). 

Foreign Affairs — subject 
European Council. Witness: 
Rt Hon Douglas Hurd. MP, 
Foreign Secretary (Room 8. 
3.15 pm). 

Transport — subject London 
Underground Ltd. Witnesses: 
Chairman and officials from 
London Underground Ltd 
(Room 15, 830 pm). 
Agriculture — subject 
Microwave ovens. Witnesses: 
Consumers' Assn, National 
Consumer Council, Food and 
Drink Federation (Room 21, 
3.45 pm). 

Treasury and Civil Service 
— subject, the Autumn 
Statement Witness: Rt Hon 
Norman Lamont MP, 
Chancellor of the Exchequer 
(Gr Committee Room 
Westminster Hall, 4.00 pm). 
Employment — subject Work 
of the Employment Group. 
Witness: Rt Hon Michael 
Howard, MP, Employment 


labour market statistics. In 
Westminster Hall, Mr Norman 
Lamont to give evidence on the 
1990 public expenditure 
Aut umn statement US, Fed 
releases Tan Book, factory 
orders (2 per cent) ship- 
ments. non-farm productivity 
and anto sales for November. 
Germany, labour market 
statistics for east and west 
(28,000). 

Thursday: UK. new earnings 
survey, 1990, Confederation of 
British Indus try /Financial 
Times survey of distributive 
trades. UK, House of Commons 
Treasury first new order 
questions. US, money supply 


UK COMPANIES 

LORD WBDfSTOCK, managing 
director of the General Electric 
Company, wfH disclose tomor- 
row further details of the 
impact on the company of its 
j oint acquisition with - < gk^w«»wa 
of West Germany of Plessey 
the defence electronics group. 

As GEO’S financial controls 
have been working through 
Plessev hv* a barium meal 
highlighting its strengths and 
weaknesses, the interim 
results on Tuesday will proba- 
bly be affected more by the 
costs of rationalisation at Pies- 


sey, with the benefits coming 
through in the wmii half 
Most analysts axe expecting 
per-tax profits of between 
£335m and £345m, down from 
£357m at the same stage last 
year. 

Siebe, the amj 

COUtralS wi glwwlng gr ou p is 

expected tomorrow to report 
pre-tax profits of between £8Sm 
to £90m for the first six 
months, against about £81m 
last year. Most attention mil 

focus on the progress Siebe is 

making to improve margins 


and realise unwanted assets at 
Poxboro, its recent US acquisi- 
tion. Analysts will want to 
know how the company plans 
to reduce its gearing, which 
was pushed from 40 per cent to 
100 per cent by the deal. 

interim results to end-Sep- 
tember from PUklngton, the 
glass maker, on Thursday are 
expected to be grim, with pre- 
tax profits well down on the 
£147 Jm reported for the corre- 
sponding sk months. 

Forecasts range a fair way 
either side of £l00m. Worse, 


analysts are expecting a 
gloomy statement from the 
company and are sharpening 
thdr pencils ready to cut full- 
year forecasts after the figures 
are announced, perhaps to 
£200m (against £3i43m). How- 
ever, the dividend is expected 

to be mnlntslnrai. 

Grand Metropolitan, the 
food, drinks and retailing 
group, is expected to unveil on 
Thursday pre-tax profits for 
the year some 24 per cent 
higher at £910m. together with 
a further reduction in debt 


Friday: UK, construction out- 
put, third quarter. US, non- 
farm (down 75J3O0) and manu- 
facturing payrolls (down 
60,000) for November, con- 
sumer credit 

During the week: Germany, 
industrial production (03 per 
cent) manufacturing output 
(03 per cent) for October, cur- 
rent account and trade balance 
for October (DM43bn). Japan, 
third quarter gross national 
product ('Ll per cent) 

Rachel Johnson 


Secretary (Room 20, 4.15 pm). 
Public Accounts — subject. 
Nuclear Research and 
Development Witness: 

Sir Peter Levane, Ministry 
of Defence (Room 16, 

4.15 pm). 

■ THURSDAY 
Commons: Debate on 
Developments In the 
European Community. 

Lords: New Roads and Street 
Works Bill, Committee. 
Teachers pay and Conditions 
Act 1987 (Continuation) Order, 
Motion for Approval. 

S a l ad Co mm itte e: Trade and 
Industry — subject British 
Steel: Ravenscrelg and 
Clydesdale. Witness: Sir 
Robert Sc ho ley, Chairman, 
British Steal (Room 15, 

10.30 am). 

Committee on Private Bill: 
Midland Metro Bill (Room 6, 
1030 am). 

m FRIDAY 

Commons: Private Members 
Motions. 


UK COMPANIES 

■ TODAY 

COMPANY MEETINGS: 
Attwoods, The Piekeridge, 
Stoke Common Road. 
Fulmer, Bucks-, 12.00 
BOARD MEETINGS: 


Dobson Pack 

Dundee & London inv. TsL 
Trafalgar House 
WesUand 


UDO Hldga.. Great Eastern 
Hotel, Liverpool SL, E.&. 
1030 

BOARD MEETINGS: 

Ftetea ; 

R«m 

Eldrldge Pope 
Holmes & Merchant 
Sycamore Holdings 
Tubular Edginton 


Afexon 

Allan 

Anglian Water 
Atkina Bros. (Hosiery) 
Chamberlin A Hill 
Cranswtck Mill 
Edbro 
Elga 

Marina Developments 
Oceana Consolidated 

Phoenbc Timber 
Hoffs & Nolan 
Syttone 
Tax Holdings 

■TOMORROW 

COMPANY MEETINGS: 
Allied London Props., The 
inn on the Park, Hamilton 
Place. Park Lane, W.. 12.00 
B e ck m a n (A.). Durrani 
Hotel, W.. 12.00 


Altled Colloids 

Cape 

Compco 

Courts Furnishers 
Drummond 
Evans Of Leeds 
General Electric Co. 

In Shops 

Mansfield Brewery 
Morris Ashby 
Norcros 

Northern Investors 
Porter Chadbum 
Reed Executive 
Siebe 

■ WEDNESDAY 
DECEMBERS 
COMPANY MEETINGS: 
Air London IntL, D eet s on 
Gregory. The Registry. 
Royal Mint Court. E.C., 
10.00 


DIVIDEND & INTEREST PAYMENTS 


■TODAY 

Asarco40cts 

Austin Rood 3p 

Do. ‘A 1 Non V« 3p 

Automated Security Up 

Barclays Bank non Cum S Dsn 

PrtSraCI 42.OT5cts 

Do. Non Cum $ Don Prt Sra 

C210547SCB 

Do. Non Cum $ Dan Prt Sra 
AB2.12Scta 

Do. Non Cum S Don Prt Sra 
B 5097508 
Bourne End Props Ip 
Bratth wafts 33p 
Croda Inti. Alp 
Edinburgh Inv. Trust 2.76p 
Enaearcti 20cts 
Fujitsu YA5 

Garun Engineering l.75f> 
General Motors Acceptance 
8* % Notes IBM 4 _375pc 
Goodman Flatter Watte Sets 
Hogg Sp 

Ibstock Johnson 22Sp 
Inco 25cts 

IngsrsoH-Rand 33cta 
Klelnwort Devel opment Rwd 
SjOOp 

Lamont Holcflngs 3, Bp 
Lega l a General 5L9p 
Lockheed 4Seta 
MB Group 7.2Sp Cnv Cum Red 


Lawtex. A vent Hotel. 
Windsor Road, Manchester 
Road. Oldham. 3.00 
Presses Mdgs.. Novotel. 
Bostock Lane. Long Eaton. 
Nottingham. 3.00 
Scottish Metropolitan 
Property. Bothwell Suite. 
The Albany Hotel, 

Glasgow. 1130 
BOARD MEETINGS; 

FWa; 

Avon Rubber 
New Zealand Inv. Tat 
Saatchi & Saatchi 
Sage 


Rrf 8.B25p 

Do. (Rest Transfer) 3.B26p 
North American Gas Inv. Trust 
Up 

OKG Rest Bonds 1897 S&8 
Forth CL5p 
RMC&4p 
Rolls-Royce Z55p 
Scottish Mortgage A Trust 
135p 

Serif Cowells 13p 
TR Smaller Companies inv. 
Trust cum Prt Stk I375p 
TBW Hokftng* 3u77p 

■TOMORROW 

Anglo American Inv. Trust 

7209 

Higgs & HH1 6p 

Jsnflns Matheson (Bermuda 

Reg) 11 Sets 

Do. (H. K. Reg.) 3.15cta 

Do. (Jersey Reg.) 3.15cts 

Uoyte Chemists 2p 

OS Holdings 131p 

St Ives 33p 

■ WEDNESDAY 
DECSIBER5 

Bank Of Ireland Und Var Rats 
Nt» 8215936 

Betts rwars Cone. Prods. 135p 
Billon (Percy) &4p 


Avesco 

Caffyna 

Casket 

Fleming Inti. High Inc. Inv. 
3J 

Rowlinaon Securities 
Salveaen (Christian) 

Tams (John) 

■ THURSDAY 
DECEMBERS 
COMPANY MEETINGS: 
Invaetors Capital TruaL 
1 Charlotte Square, 
Edinburgh. 1230 
Photo-Me IntL. Church 
Road, Bookham. Surrey, 


Do. Acosn Sha (Lip 

Benrard A Narionaf Sp 

GIIM»27cto 

Laird 4p 

TO Europe 3. 6p 

Vanbrugh Currency Fund Ptpg 

■A' Red Prt Bp 

Do. Ptpg W Rad Prt £8.00 

■THURSDAY 
DCCEMBCR6 
Air London IntL lAp 
BFG Rnance Ftig Rate Nts 
1986 820838 
Boxmora IntL 2p 
Canadians Foreign Secs. 
12Ctm 

Exmoor Dual Inv. Trust 1385p 
Do. Income Zflp 
ExporMmport Bank of Korea 
FKg Rata Nts Dec 1985 843044 
Ferguson IntL Hldga 42Sp 
Glyneed IntL 7^14 Dab Stk 
88/84 3-75pc 

Greenall Whitley 4>2% Deb 
Stk 87/92 235pc 
Do. 7^1* Deb Stk 87/82. 
XSZSpc 

HFTec Sports 15p 
Ladbroke 8W Gtd tins Loan 
Stk 90/92 4pe 
Megght l.lp 

Nad. Westminster Bank Var 


8-00 

BOARD MEETINGS: 
Finals; 

Archer (A J) 

Brown & Tawso 
Euromoney Publications 
Grand Metropolitan 
Hanson 
Lovell (YJ) 

Murrey Enterprise 

Tunstail 

Interims; 

Anglo United 
BTP 

Channel Express 
Clarke Hooper 
Dartmoor Inv. Tat 
Douglas (Robert M) 
Gibbon Lyons 
Greycoat 

MacDonald Martin 
Distilleries 
Latham (James) 
PUklngton 
Seapa 

Security Archives 
Smith New Court 
Throgmorton Dual TsL 
Wellman 

■ FRIDAY 
DECEMBER 7 

COMPANY MEETINGS: 
Castle Comma., 15 


Rate Cap Nts 2008 £37935 
Nationwide Anglia Bidding 
Society Rig Rats Nts 1986 
£37335 

New Zealand Fltg Rato Nta 
1986 $428.73 
Patrocon 0-625p 
Pressac Hldga. 1.85p 
Slndall (Win) l-5p 
Standard Chaisrud Und Prim 
Cap FRN (Ssr 3) 843336 
UDO HM09. S3«p 
Whmey. Mann & Truman Hldga 
7% Rad Deb 8tk 8B/83 33po 


Antofaga s t a Hldga 8p 
Barry Wsfanfllsr IntL 43p 
Boeing 2Scts 
Bridon23p 
Bumfletd 1.65p 
Colroy 8p 

East Daggafontaln Mkma Meta 
English National Inv. 5p 
Everest Foods 4p 
Famell Electronics 25p 
French Contraction 0Bp 
Investors Caplial Trust 13p 
LUley ip 
Moss Bros 15p 
National Medical EnL20cts 
P SO Property Hldga 7Jg% 


Northflokta Proep ec L 
Putney Bridge Road. S.W., 
12.00 

Honeysuckle, 11 Regents 
SL. Leeds, 12.00 
Raglan Property TruaL 
Farmers & Fletchers 
Livery Hail, Cloth SL, EC.. 
1030 

VTR, 88 Wilson SL. E.C.. 
12.00 

BOARD MEETINGS: 

Finals; 

Chrysalis 


Boxcombe Property 

Chloride 

Jones, Stroud 

Ls lea 

UMECO 

■ SUNDAY 


BOARD MEETINGS: 


Creightons Naturally 

Company mmmtlngs are 
annual general meetings 
unloot ootorwloo stated. 


Iff Mtg Dab Stk 97/2002 3-75pc 
Ptwto-Ma Inti. 2.8p 
Pochln’s 18p 

Prudsntlal Corp Fltg Rato Nts 
1995 5376.47 

Rscal Security 8*2% Una Loan 

Stk 87/82 425pc 

Do. B>3 Uns Loan Stk 82^6 

4pc 

River & Msrcantile Extra Inc. 
Trust 1.875p 
Shiloh 337Sp 
Spring Ram ai44p 
TNT 3.75dm 

Trsttord Park Eats. l.725p 

VTRZ2P 

Yorkiytedp 

■ SATURDAY 
DEC8MBER ■ 

LOly (GO dicta 
Quarto i5p 

Rood Inti. 5% Cum Prt 1.7Bp 
DO. 71k Cum Prt 2-45p 


European Inv. Bank >>>% Ln 
Slfc 2DOB 4.75DC 
Treasury 10% Ln stock 1984 
5pc 


ittVrv- 


ECU 60,000,000 

.12%% Guaranteed Notes due 1993 

On November 19, 1990, Notes fortho amount of ECU 10300, 000 have 
been drawn In the presence of a Notary Public for redemption on 
January 6, 1991. 

The following Notes wit be redeemable at par coupon due January 6, 
1 992 and following attached: 

41809 to 52608 incL 
Amount outstanding: ECU 31 ,200,000 . 



CONTRACTS A TEMPERS 

■gd-jp CALL FOR CANDIDACIES 

CONCERNING THE DEVELOPMENT 
EPAD OFTHE HISTORICAL AXIS OF WVRIS 
WEST OF THE "GRANDE ARCHE DE LA DEFENSE" 

7Tieca//fbrcandjdiacfes5Suedty£B^a)f)cemsaninfematfona/CDn5utetionofdf/pfan“ 
ning teams for the development of the historical axisof Paris westof the 'Grande Arche 
de La Defense* between the Arche and Freeway A 861, on the territory of the municipal- 
ities ofPuteaux and Nanterre (Department of Hau&de-Seine). 

1. PURPOSE OF THE CONSULTING: 

The Great Axis has beena major feature of tte French opital for csrituries. It rtujstrKW be extended to the west of the 
irr^mational business center of La Defense, and become a prominent aids of this great European dty. The site to which 
the consuftiicj relates is two kflometers long — a dbtance equal to the Champ^flyste between the Arc de^ Triomphe 
and the Tuflenes Gardens. Although ties spate is currently' almost devoid of structure, it is now called upon to become 
the backbone of the entire area taten^ 120 metm wide or the awerag^ is free of arw surface transportation infras- 
tmetu*. The development projects must express htMfths late 20th-century addition wil fit ii with the aas as a whole, 
aid foterajnneavwth the past and possibly the future (via an extension, beyond freeway A a, toward the plateau of 
Saint-Germain-en-Layri of the entire territory. 

The selected consultants' entries wiconas: of vast deuetopment and lancfecapfng projects, oxnprehenswespacMtiuc- 
turing s chemes and development strategies. Ttesokitiorepropostobj^ixojects must be expressed in concrete vocab- 
iHahK. Sincethe problems tobe drahwhhrdatetoseveraidffwati fields, iheteamswffl be 'mtenfcdpSnaiy.wlhapri- 
maryemphasis on planning and bndsoping. 

2. THE CONSULTING PROCESS: 

A madman number of 10 i»ms will be selected as consultants on the basis of the appbatians received. 

The selection wffl take place vwthin one to two months from the fiDra deadine. 

■foe consulting teams wfll submit thdr proposals within a period of four months from the date of issue of the schedule 
andniesoftheoonsiitatjonbythecwvner. 

Piwided their projects conform to the spedfkations, the teams selected as consultants wiB recewe an abnance from 
die owner. TNs allowance wfflvaiy in accordance with the quafity and comprehensiveness of the proposals, but w® aver- 
age FF 450,000, net of taxes. 

3 SUBSEQUENT CONSULTING PHASE: 

One or more teams may then be selected to assist 0>AD in preparing ail or part of the project 
A piifc ertfot arri the pubfication erf pmjea proposals are planned. 

^APPLICATIONS: 

Appficatiais are notto eased 20 pages (21 x29Jan) 'rleigth. They must be written in French and indude: 

— a description of die team: the consiting teams must indude specialise of dry planning, larxbcapng, possUy arehi- 
sodotogy, hisaxy of Ihe Oly, researth in wban studies, art 
— one rtsunte per jxfivnuat; 

— one wort experience file mentioning any wort done 'm the field of this oradting (actual reafeaxxfcpa^ 

competitions, etoj; 

—ore reference ttelndudingcSw>ing5 from the spedafaednadorial or in tana i kxii press concerning sudiwak; 

— astalementtrf one to two pages in iMiich the team explains the manner in wftch it intends to ajtoroaththetraatment 
of the has beena major featueo# the French Cental for CHituies. EPAD reserves the right® pubfch any teds 

singled out by die jury. 

5.FTUNG DEADLINE: g 

The fafrig deadine is Janaary 1,1991. 9 

. Maffingadrfresc B»AD, 

EtabEssement Public pour rAmenagementde la Region de ia Defense, Mission du Grand Axe 
Tour HAT, Cedexl, 92080 RARELA DEFENSE, FRANCE -TeL' 33(1)47^52428 - 33{1)47.9&23,70. 
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Find the perfect luxury 
holiday in the 
WEEKEND FT. 

HOLIDAYS AND 
TRAVEL appears every 
Saturday. 

Order your copy today. 


DECEMBER 3-4 
Achieving Excellence Through 
Continuous Improvement 
Tbe Gloucester Hotel, London 
SW7 Contact: Customer Services 
Manager. Inudsuial Conferences 
Division. IIR Ltd. 

Tel: 071-412 0142 
Fax:071-4120144 

• LONDO N 

DECEMBER 5 
International Pay Policies 
Conference. 

Gloucester Hotel, SW7. 

Speakers from CBI, TUC. 

NEDO. ILO, PW and LSE. 

£175+ VAT. Public Finance 
Foundation (071-895 8823 
ExL 239/255) 

LONDON 


DECEMBER 11 
ACQUIRING IN ITALY. 

Le Meridien Hotel, Piccadilly. 
London Wl. A comprehensive 
guide lo (be Italian M & A scene. 
Sponsored by Financiere Indosuez. 
Coopers & Lybrand Europe and 
Manufacturers Hanover. Contact 
F1BEX Tel: 071-489 9944 
I^x: 071-236 6140 

LONDON 


JANUARY 10 

The Telecomms Duopoly 

Review 

Le Meridien Hotel. Examines the 
future of UK regime. Keynote 
speaker. Sir Bryan Carsberg plus 
speakers from cross-section of tire 
industry. 

CommEd: Tel 071 274 8725 
Fax: 071-733 0226 


JANUARY 16 
Neural Technology - the 
technology that will change the 
face of computation in business 
and industry 

Queen Elizabeth H Conference 
Centre. London IOP Conferences. 
Contact: Tilly Quanjer. 

Tel: 0272 297481 ExL 225 
FucOZ72 294318 LONpoN 


CONFERENCES 


JANUARY 24 
ACQUIRING IN GERMANY 

Inn on the Park Hotel, Park Lane. 
London W I. A comprehensive 
guide to the M&A scene in the 
unified Germany. Sponsored by 
Coopers & Lybrand Europe and 
the Lccham Partnership. Contact 
FIBEX Teh 071-489 9944 

Fax:071-2366140 

LONDON 


JANUARY 30 
Doing Business in Eastern 
Germany: The Legal Aspects 
Speakers from leading German 
taw and accounting practices, the 
Ministry of the Economy and die 
TreuhandaostalL Cavendish 
Conference Centre, London Wl. 
Contact: Westminster 
Management Consultants Ltd. 

Tel: 0483 740730. 

LONDON 


JANUARY 31 
PERSONNEL ON THE FRONT 
LINE Essential sldlk for human 
resource professionals, including 
perfotmancc appraisal, are examined 
in conference and workshops. Queen 
Elizabeth H Conference Centre, SWI 
Contact: Personnel Today Workshop 
■91 on: 081-979 9232. 

Fax: 081 941 7707 

LONDON 


FEBRUARY 12 
MANAGING LT. WHEN THE 
GOING GETS TOUGH! 
Quality as tire Differentiating 
Factor One day seminar. Inn on 
the Park. London. Contact 
Amanda Smart, IBC Technical 
Services Ltd. Tel: 071-236 4080. 

LONDON 


FEBRUARY 13 & 14 

International fanlrtng 
Hotel InterContinental. London 
Enquiries: Financial Times 
Conference Organisation 
Tel: 071-925 2323 
Fax:071-9252125 


LONDON 


JANUARY 22 FEBRUARY 18 & 19 

Corporate Insolvency: The 

Legal AspedsA thorough analysis Eo™**"* houraitce Fonnn 
J Hotel InterContinental, Londc 
of the mam aspects of insolvency . . _ . . ' 

. . „ . J Enquiries: Financial Tones 

law as they affect UK corporate rw;™, iw,™,™ 


Hotel InterContinental, London 
Enquiries: Financial Times 
Conference Organisation 


entities. SL Ennius Hotel, London 071.92s 2323 
SWI . Co n ta ct: Westminster fw 071^925 2125 

Management Consultants Ltd. 

Tel: 0483 740730 

LONDON 


FEBRUARY 26 & 27 

Cable Television and Satellite 
Broadcasting 

Hotel InterContinental, London 
Enquiries: Financial Times 
Conference Organisation 
Tel: 071 -925 2323 
Fax: 071-925 2125 


LONDON 

FEBRUARY 27 
EXECUTIVE 

INFORMATION SYSTEMS 
One day conference on EIS and 
the future. Portman Hotel. 
London. 

Contact: Lucinda Tosh, IBC 
Technical Services Ltd. 

Tel: 071-2364080 

LONDON 


MARCH 4 

London Motor Conference 
Hotel InterContinental, London 
Enquiries: Financial Times 
Co nfer ence Organisation 
Tel: 071-925 2323 
Fax: 071-925 2125 


LONDON 

MARCH 6 & 7 

The European Water Industry 
Hotel InterContinental. London 
Enquiries: Financial Tunes 
Conference Organisation 

Tel: 071-925 2323 
Fax:071-925 2125 


LONDON 


6 advertise in this section please telephone Mark 


LONDON 

MARCH 12 & 13 
The European Food & Drink 
Industry in the 90s 
Hotel InterContinental. London 
Enquiries: Financial Times 
Conference Organisation 
Tel: 071-925 2323 
ft*: 071-925 2125 

LONDON 


— — 

DECEMBER JU-12 
Tbe Future of Digital CenuJar 
MobQe Radio. International survey 
on managing the change and the 
opportunities presented by leadi 
team of international experts. 
Maison de la Chimte. Paris. 
Contact: CommEd (UK) 

071-733 0226 Fax 071-733 0226 
PARIS 


Hall-Smith 071-873 3580 
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DOW JONES No*. Nov. Nov. No*. 

1080 

30 29 28 27 

HIGH LOW 

oJnftstrUts 2559.65 2S1A81 2335J5 254381 

Hook Boris 90 62 9039 90 41 9028 

Transport 853.00 82822 B3L18 839.13 

Irtltttle 21209 20838 20926 209J3 

2919.73 Z365J0 

atm ai/io) 

99.04 8844 

0/1) (24/9) 

1212.77 82L93 

(6/6) (17/10) 

236.23 190.96 

C2/U 04/8) 


AND POOR'S 

322.22 316 42 317.15 


♦Day's High 257753 (254431) Law 244851 <2501.24) 


32222 31642 317.15 31810 368.15 21546 368.95 4 40 

(16/7) QIAO) (16/7/90 (1/6/32) 

377.92 37155 37284 37306 43737 34656 43737 3.62 

06/7) 111/10! 06/7/90 01/6/3 Z) 


2225 2L81 2206 2212 3LB7 
<3/0 


0900) 1900/89) O/10/7« 


NVSECdmpadle 

176.06 

173-14 

17191 

17187 

tuna MkL Volte 

301.71 

29987 

29897 

29700 

NASDAQ Camparis* 

399.02 

355.75 

355.06 

354.05 


IWa Owwil 097g 

nUNCE 

CM GwJ 01/12/82) 
CM 48 01/12/87) 
hct uuiv 
FAZABIe# 01/12/50 
C— MMflMB) 
OAX 0002/87) 


44615 44275 44414 448.11 



Dow HOBrtal Dl* rWd 


5 & P Waartal *». jteM 
SAP Ml. P/E ratio 


NEW YORK ACTIVE STOCKS 


JAPAN 


AUSTRALIA (cewttawcd) 


Law November 30 Yen 


2840 1.250 Ajinomoto 

1.200 630 Akebooo Brake . 
2160 1.010 All Nippon Air 
2510 1.310 AM Electric .... 

2230 1.030 4m«to 

2550 1 610 Anuno . ... 
1.790 429 Ando Coratnet .. 

2960 1.280 Anriuu 

L490 615 AohlCorp 
14,400 4.850 Arad Uo OH 
2100 1.050 Asahl Bmrrrln . 
L240 673 AuM Cbem tub . 

2300 1.040 Audi Glass 

1,150 483 AuM Optical .. 

1.010 41b Aim Cora 

1.417 772 Auugl Nylon 
L720 750 Bxoyia Pharm . 
1.740 948 Brldgnlone ... . 
1.070 530 Brother Imfc 
6.800 3.650 CSKCorp 
1.770 925 Calais Food . .. . 
1.300 510 CahonleCmp 

L940 1.240 Canon 

5.170 3.500 Canon Sale . . 
1.740 940 Casio Computer 
L360 506 Crotral Floaoct . 
L020 490 Centra) Clou .. . 
1.700 790 ChibaBank 
2.690 981 Chlyoda Diem . 
1.410 634 niTodarm . 

4 970 2.000 Coudo Clru Pur 
2150 986 CnuqjlPturm 
3.990 1 740 ChugoksHPoroT 
1.200 725 CUM Watch 
1.140 632 Oalcel Chemical 
3.980 1.970 DaUchl Srlyaku 
1250 494 DaMoSteri 
3.050 1.140 Haiti 

2410 1.690 Dalluiu 
3.1BQ I 600 Dal lcl> Kan Bail 

2.160 1.400 Do-llnMdi 
4.350 1 600 Daikyo KarAo 

1 770 Blk Oainum . . . 

947 4» Dai Nippon Ink . 

3.290 1 710 Dai Nippon Phor 

2 390 1 2*0 Dal Nippon Pi? 

1.070 455 Pal Nippon Tam 

3 480 2 950 Dannowa Paper . 
1.550 590 OallOMroF&U 
L720 1.040 Da-wa Bank . 
2770 I 630 Oalwa House 

2.360 895 DaroaSec 

5 890 2 870 Denny's 
1.470 570 OnuraFirr&Har 

1 550 490 Dowa Mining 
2.230 I 130 Ebar.i 

2 320 1.4J0 Elul 
1.650 874 Erjkl Gllco 
8.590 4.700 Fanui. 

1.550 810 FedO Corslruel 
3.610 1.640 Fu|r Bank 

1 260 700 Full EfcKIrir 

4 500 3 227 Fu/I Film 

1.630 BOO Full Flrp 8, Mar . 
949 440 Fuji Heart Ind . . 

1320 590 Fulllun . .. 
2390 1.770 FullWM . . . 
937 480 Fuji Spinning . 

5.070 2 500 Fu|lla Tuvin 
1.640 940 Fujitsu Lid . ... 

1.160 540 Fumkawa Elect . 

3.770 1.700 Gakken 

1.930 830 GenSrklyu . . 
2*70 829 GodoShusel . 
2290 950 Green Crass 
1.760 KUOGim-CiCbrm . 
1,370 bbO Ciu» . 

1.406 575 HaskmCorp 
L2S0 440 Hanadln El Roll 
1.650 741 Howto .. . 
6.060 4 300 Hat lari Seiko .. 
1.540 695 Haoiml-Gmni . 
2J10 841 Hehrj Real Eat 
L300 780 Hina Motors 
7.460 4.860 Hime Electric . 

1.360 8*0 Hwnlmj iBant) ; 

L710 l.QJQ Hitachi 

L320 801 Hiucbl Cable 
2000 1 000 Hitachi Credit . . 

2 420 1.120 Hitachi Kohl 

3.620 1.870 Hitachi Maxell 

L740 1 090 Hitachi Uetalt 
1.400 665 HiUdil Sales I 
914 390 Hitachi ZlMA 

4.100 1.750 Hokkaido Elea . 
1.600 70S HstkaideTatmh 
4.190 1.790 Hoiurlku El P«" ; 
1,910 1.240 Honda 

4.990 L 340 HcrtSlui Paper 
2770 1.468 Houw Food tad . 

3.4M ! 020 Hoya 

1480 500 IHI . .. I 
L390 336 Iwra Chemical .. i 
2,200 1.070 IkejaimTmb 
1,960 1.080 lieu 
6,520 2. 100 lndl Bank Japan, i 

1.300 660 hekl&Co I 

4.850 2.380 hetan 

940 464 Wtilurj Sangyo ■ 

L 160 445 Hun Holm ... . 

1.290 562 ItoMO ( 

1330 788 llohom Foadi -. I 

1.620 583 lionun&Co . .. ! 
4.680 3.100 Ho Yttkoda . 
1.320 600 hwtsu Electric .. i 

4.030 1,860 Lpiimra i 

2180 1 750 JGGCOra I 

1,590 830 JEOL ) 

5,000 2630 Jame Sew Hack . : 
1.930 931 JAL . ... ‘ 


2180 845 Japan Mwah ... 
3.030 1.850 Japan Radio 

1.150 495 Japan Steel Wh 
1,350 611 Jap S Battery .... 
1.480 573 Japan Syntd Rdr 

3.240 1.130 Japan Wool 

L 180 490 Jufc Piper 

3.030 1.180 Juscn 

1.990 L37Q Kagame 

7.180 1.230 Kajlnu 

2.609 1.120 Kakea Pharm 

4.260 2030 Kandenka 

932 455 Kurin 

1.150 562 KanewtahlOMi 
1.380 S71 KNenutsuCerpn. 
4.960 2090 Kanul Elea FBew. 

1.520 530 Kamil Paint 

1.714 1.160 Kaa Carp .._ 

1 100 420 Kawoukl Heavy . 
L1S0 391 Kawasaki Kften . 
029 388 Kawaukl Steel .. 

1.800 650 Krlhln Elec Cup 
L650 598 KeioTelto Elec 
L77Q 710 Klkkdman . . . 

3.810 2160 Kinder 

1.540 683 Klnkl Nippon IB . 
2.040 1.280 Kirin Brewery .. 

824 443 KobeSteel 

3 800 2800 Kollo Mfg .. . . 
5. 400 2680 Kokuul Electric 
5.110 2000 Kakiryo 

1 380 910 Kooutu 

1.750 886 Konlea 

4.750 2500 Korakaen 

1.560 865 Kora Seiko 
1.280 560 Kubou . 

1.450 660 Kumagal-Guml 
1.430 600 Kwdtol CdptiHol . 
L900 550 Kurabo Imfc. .. 

1.810 1.110 K vane 

1.240 570 KmriuQrallcal 
2710 1.630 KerlU Water . 
1.370 600 Kuroukl Rrfrac 

9.220 5.300 K roc era . 

1.070 490 Kyodo Shlrya ... . 

2.440 1.500 Kyguni 

1.500 710 KyowaBom 
1850 920 Kyowa Hakka .. 

4.050 1.740 Krorini Electric.. 

1.290 570 Urn 

2.510 1.140 Lang Term Cred 

2 720 1.170 UacdaCorp . . 
1.920 1.070 Mantua Milling 

3.060 1. 300 MAIU Eka W» . 

L170 535 Marubeni 

1.700 865 Marudat Food . . 
3.640 2,170 Marul 

2.450 1*00 Maruichi Steel 

2.390 1.560 ME! 

2,133 1.341 MjaiUKLWta. . 
2920 1,480 Maurmha Kota . 
1870 960 MauiHtlu firing 
LOOP 530 Marda Moron . 
LUO 530 MelJI Milk 

1.220 570 MrillSdflu. .. 
1,530 764 Mercian Com .... 

3.610 2200 MlkuntCacaGdU . 

1.260 680 Mlnebei . . 

1.150 576 MliKdu Camera . 

3.230 1.510 MhamHome . 
3.210 1.470 M‘BnM Boole .... 
1.990 1.120 M bhhlCorp ... . 
1.150 597 M'briM Elec . . < 
2.470 L050 M'Mdu Estate 

1.060 501 Il'tMl Co] Own . ! 

1.160 623 MHI 1 

1.030 *61 M'hlshl Kasei .. 

1.200 501 U'bHhl Metal ... ! 
980 415 M MM Mia Dirt . 

1.700 640 M'bMHOII... 

1.300 505 M'bbM Paper.. 

L480 615 M-bhbi Petchera < 
LUO 580 M'tusM Plaitla . I 
896 414 M bMil Rarai . . * 

2510 970 M'bMH Steel . 

3.030 1.120 U'blihlTsi .. .. 

2.300 1.060 M'bMI Weehsr . 
L690 768 M'basU Belting . I 

1380 610 Mitsui Co I 

1.010 400 Mltsnl Eng Ship. - 
992 415 MUriMeg&Sm < 

L160 410 MteulOSk Line * 

1.720 650 Mitsui Petchem I 
2860 1. 140 MKMltai Ewan... I 
2 640 1.170 Mitsui TaiyaKahe 1 
1.000 365 Mitsui Tama ... < 

2.050 1.040 Mtaxi tit & Btg I 
1900 729 Mitsui Warehse I 

2.720 L020 MIlHiknAI 1 

2,350 1.040 Mitsumi Elect . 1 
1.240 539 Miraji liar Wks ( 
2020 L28Q Mica™ Spotting .. 1 
5.070 2000 Machida Pharm. : 

1.050 478 Ulorliuga Milk . ! 
4.600 2400 MoriSrtkl ... 1 

3.570 1.850 Minna M(g i 

2.250 1.240 NEC ] 

1.730 980 NGK Insulators I 

1.730 831 MCK Spark Plug. E 

1.030 476 RHK Spring .... t 

705 350 MKKCarp J 

L640 737 NOKCarv 1 

1.230 620 NTH Taya Beg ... ( 

L230 385 Norm FuJHcmhl . t 
6J60 3.230 Nagaakha . .. 1 

1.610 870 Nagax 4 

1.500 540 Nagoya Railroad i 
2750 979 National House . 1 

3080 1.370 Ntcui ] 

1,460 650 Nkhlrei 3 

L220 712 Nihon Cement . fl 
L150 425 Nikon Noun .... 5 



Moore Corp 
Anaeo 
Motarala 
Philip Monts 
NaristarM 
Wke 8 
ftps ICO 
Fannie Mae 
Gen Electric 
FPL 


CANADA 

TORONTO 


Stock# Sowing Change 
traded price on day 


4J86.700 22 - % 

3.467.700 4*i • \ 

3JZ35.400 50h - 3H 

3.007.000 48% + h 

2.626. 700 2 

2.617.000 34% - 1% 

2.542.400 25% + % 

2.487^00 31% + % 

2,476^00 544, + 1% 

2J71J00 274, + % 


TRADING ACTIVrTY 

t Volume Millions 

MOV. SD NO*. 29 Mo*. 28 


New Tom 

Amo 

NASDAQ 

teats Traded 

Hses 

Falk 

Undtaoged 
New Highs 
New Lows 


192J50 142533 145.490 
12.607 12.711 12651 

CBl U4J88 12B591 
1,996 1.998 1.994 

L127 638 837 

420 851 656 

449 509 501 

19 U 14 
35 33 25 


CBS RUteGeaEM 1983) 
CBS All SM CM 1983) 
NORWAY 
MpSE<KB/1/83) 


Marita Camp <2/1/83 
WMAPOflE 
SES AH-Swgapnrt 12/4/75) 
SOUTH AFRICA 

jse wana/wo 

JSE MBrtal B8ma 
SOUTH KOREA** 
tarn Cam Ea. jjflJW 


65346 <21/ U) 



Metals 8 Minerals 
Composite 


teekJ 

Nippon Steel 
Kobe Start 


TOKYO - Most Active Stocks 

Friday 30 November 1990 


Stock# Closing Change Skoda Closing Change 

Traded Prices on day Traded Prices on day 

MAn 880 -40 MTikrirf Hee*y Um 823 -12 

llJm 390 4-5 Wed ShptMg -- 4.0m 43B -SI 

76m 443 -5 STaaia Mstsl 4.0m 300 -a 

7Jm 2.140 +50 NKK 4.1m 3S3 +3 

7.Jm 1^10 0 Japan Airlines .. . Aim 981 -10 


BTRNylet 

Beral 

rrille Copper ... 
Brambles Inds . .. 
Bridge Oil . . .. 
Bneriey b*s ...... 

Bwria6wgSigar .. 

Bums Pkllp 

CRA 

CSH . 

CaNnAuit. 

Coil Allied lad . . 
CscaCeUAmatfl . 

Coles Mya 

Coma Icc 

Cnajdw 

Dominion Mng . 

Email - . 

Energy Res . .. . 
FAI Inewce .„ 
Fletcher Mlage. 
Fasten Brewing . 
Ge* Prop frost . 
Socdsua Fkrtder 
Hardle U) 

Highlands Gold .. 

ID AUM 

Jennings Group . 
JonelDaild) .... 


287 

1 32 

Cold Storage .. . 

2.00 

139 

8.5 

DBS 

9.30 

10.4 

6.4 

FraswANeare . 

630 

314 

188 

Haw Par Bra . . 

189 

6 

358 

Incncape Bhd 

338 

8.15 

4 78 

KeppeiCmp .... 

4.92 

114 

6.6 

OCBC 

735 

5.9 

302 

OUB 

4.20 

218 

115 

S’por* Air Free . 

11 » 

8.65 

625 

Singapore Pres 

705 

3.92 

2.35 

Strata Trading . 

239 

3.9b 

2.91 

Tot Lee Bonk . 

3.12 

7 1 

496 

UOB 

535 


Hand - Delivery 
now available in 

WARSAW 

DAY A 

REST OF POLAND 

DAY B 

For subscription details and more 
information contact Nina Kowaleska 
in Warsaw 

Phone 48 - 22 - 489787 

or Andrew Taylor in Frankfurt 
Phone 49 - 69 - 7598118 
Fax 49 - 69 - 722677 


NOTES - Prices on ihh page ore » quoted 
an the Indtihfuil e ac h an ges asd are last 
boded prices <u) ururpilable. | Oeiliegi 
BEpnM. xd Ex dnldead. xc Ex scrip 
Hsu? xr Ex rights, xa Ex all. 
i Belgian price onMlMle. 
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UFCllHUI . 

World inumre . 

Warfthmdt CJatUI 

Templeton Unit Trust Managers LW U2001F jgSS* 
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‘ 91. W *174 98.12 3 6* 4(671 luSonZ " 
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6SJ6 69 25 74 06 436 <2642 SSSriL 
66 65 6732 .'222 4.56 46710 PriffcntebtoiML 
BSC3 fc>2J 9033 3 95 46W , 
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TTiarnbill Unit Trust Managers LW U200)F *“■ E*"*"** za- 
ire Sl Jobn'.Sq Li 

ClC.Ul 
O.mru 
.Aecui UnHri 


PMHIb & Drew Fund Mumniat LW 

Wilnk.„. ..1309 8 6X051 5 891*11 


IjliMul G«Jwih Act 
Global dnpatli Ik . 

G’rSltfaljrcriAa 6 

Elnul BdLiiKM K t 
VJIjt lu &CX 6 >J 
VjUKT-aific . bi- 


as '.£n LsoSml EC 1U 4AE, 071-251.6767 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


MONEY MARKETS 


Stability threatened 


POUND SPOT - FORWARD AGAINST THE POUND 
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DJTEKEST RATE differentials 
hare moved in favour of the 
the D-Mark currency block 
since sterling joined the EMS 
exchange rate mechanism on 
October A 

The German Bundesbank 
increased its Lombard rate by 
VSt point on November l, fol- 
lowed by rises of % point in 


UK ctaartofi tank tasa landing rate 
14 par cut 
from October B. 1390 


official Dutch and Belgian 
rates. Towards the end of last 
week Euro D-Mark rates were 
shout A per cent above srmnar 
Dutch rates, compared with ft 
in early October, while D-Mark 
rates were higher than 
corresponding Belgian rates for 
the first time in some 18 years. 
This has put upward, pressure 
an market rates in Amsterdam 
and Brussels, prompting a 
farther rise in official Dutch 
and Belgian rates last Friday. 

The Belgian franc and the 
Dutch guilder have followed 
the D-Mark up the ERM ladder. 


£ IN NEW YORK 


at the expense of currencies 
not protected by hi gher rales. 
Sterling and the Flench franc 
have suffered, as tJK rates 
were cut by 1 per cent when 
the pound joined the brm 
F rench, rates were reduced by 
M print only a day before the 
Bundesbank increased rates. 

Upward pressure on the 
Spanish peseta has eased with 
the rise in German rates and 
the currency is now 
comfortably within its 6 per 
cent allowed band of 
movement The Italian lira has 
followed a similar path to 
sterling, failing from second 
strongest to the weakest 
position, but the lira is now 
arou nd the middle of the 
system, thanks to monetary 
tightening by the Bank of 
Italy. This has pushed 
three- month. Eurolira rates up 
to 12 % from 10% per cent over 
the. last eight weeks. 

The price of German 
unification could be yet higher 
Frankfurt rates, with the 
obvious implication that strain 
will increase on those 
currencies not protected by 

simflar moves. 
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Save & Prosper/ Rohert Fleming 
SSWrsumiU RoaittnlRMl JLB ,0708 76646b 
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Sterling Bank A Trait Ud 

AbterCdm bAterrSLftudoqMll 3BA 073459394] 
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1250 9.74 13 60 
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600 46B 6J8 
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MIMA 
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United Domlnlans Trust Ltd 
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CreritalPIte Oaten Aaaaat 
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i. Henry Schrader Wagg & Ca Ud 

120CaumMe.LMdeaEC2V6DS ,071-3826000 

SteculAcc [13 129 10 23 14 30) - 

- i 13 -3 75 10 431 149*1 - 


UO.OOOondj 


Cttlhank Savings 

Si Manias HteHjexa, 

‘ MRn 

:lii“ 


ssass 

C29.000H 


rW6 081-74 1 4441 

SSSliiSl : 
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FINANCIAL TIMES STOCK INDICES 
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30 . 

Nov 

29 

Nov 

Nov 

27 

Nov 

Nov 

1990 


Since Compilation 

Government Secs. 

82.58 

82.34 

81-90 

82.43 

82.51 

81.88 

8450 

74.13 

127.4 

49.18 

Fixed Interest 

90.23 

6S.65 

89.48 

69.46 

. 89.26 

89.09 

92.91 

83.80 

105.4 

50.53 

Ordinary 

1682.8 

1674.8 

1686.2 

1699.7 

1698.6 

17125 

19685 

1510.4 

2008.6 

49 4 

Gold Mines 

160.2 

157.6 

158.1 

157.5 

158.7 

1555 

378.5 

155.0 

734.7 

43.5 

FT-Act All Share 

1032.11 

1027.16 

1031-25 

1038.59 

1035^3 

1042.54 

1226.83 

962.09 

1238.57 

61.92 

FT-SE 100 

2149.4 

2135.6 

2144.3 

2159.5 

21515 

2170.5 

2463.7 

19905 

24637 

966.9 

FI-SE Eurotracfc 10U 

958.80 

950.93 

951^4 

948.31 

950.43 

972.78 

1000.00 

94851 

1000.00 

948.31 
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Yeas II L pc 1991 

ullpeW9JL^." 
^ s. Bcc 199L 

, IS 

LACK Treas lOpc 1992. 

LgC Treas. 8pcl992lA 

Treas lojape &1992H.. 

5W Treat. 3pcl992_ 

L35£ EaJi. 12^4 pc ‘92. 

1.757 Exch 13 bpc 1992 

80C TressS 1 * pc 1993. 

LS5C Tr+as 10pc 1993K 

HOC Tr+tetU^pc 19934*... 
60C Funding 6pc 1993**..- 
L06J Treat 13Lpcl993t*.. 

LBOC TVaas. 8l,pc 1994 

55C Treat ldfepe 1994**.. . 

UOC Exch 13 >j pc 1994 

L40C Treas. lOpc La. 199H*. .. 

L2« ExA. 12 tape 1994 

LfaOO Trees 9pcl994J*. 

Z3St Treat 12pcl995_ 

21+ Exrt 3oe Gas 90-95.... 
240Oexffi. 10«* pc 1995-.... 


i bp ta Five Years) 



llBJd U Ate 12921 
50d5Apr 1Z75 
llJIteUiS 13261 

U2ijfll2JP 12B6 

San-250cl 1258 
raimlOOK 13361 
IZZJiri 22J* 1297 
ZlAteZlFff 1283 
130dl3Aj» 1337 
7M»7ll*yl289 
lltteclDw 1328 
3 Fed 25 Aa 1265 
22MH22S® 1266 
IMtfflSFefiH 
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TK Treat. 14pc~4fc. 1 

75C rreas.9pc 1992-%#.. 
L15C Treas lSLpe 1996**.^ 
BOC Exch 131* pc 1996**... 
1,109 Sonverston lOpc 1996„.. 
L290 Treas 13fepel997tt... 
34« =4rtl0*jpclV97._... 
3.60C Treas 84. pc 199744.... . 

830 Exch 15pc 1997. 

2^5C Exch. Wpe 1998 

1 . 00 C Trent M, pc 1995-98** 


Fixe to Fifteen Yean 



2.900 Exsh. 12 (,pc 1999, 
1^52 Treat. lO&nc 1999.... I 
1^42 CSMBrioa IflVpe 1999_ 
2.609 Cop+ersloe 9pc 2000t*_ 
X817 Treas. 13pc20OO._.... 

UW Treas lOpc 2001 

97fi Treat. 14te; '98-01 

3,075 Treas 9\pc 2002 

L36C rm 134, pc 2000-03. 

LOOO Treas l«tac 2«B. 

703 TraBBTi fOocZOO-A'.. 
1.62C Treat. U <2 pc 2001-04. 

443 Faffing 3^ge '99-04.. J 

1J62 CMMdM9^Be2004.. 
i992fcop*e n ioa9^pc2005_ 
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■fc?5z7AteU49 
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jl80ttl8V11347 
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1. 61533 i 


Over Fifteen Years 


zm Treas. 12'jpc 2003-05.., 

1,8ft: Treas. Bpc2002-0WtJ 7V% 

3.15C Treas. nVpcS03^77 

1,446 Treas 8*? pc 2007 
L2SC Treas. lifepc’M 

ZJ2J Treat. 9pc 200B**.. 
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6.9 13 (pr 130a 1343 

20.8 2S6Kar25Sep 1136 

21.6 12JM 12isl 1245 
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19.6 26Jdl2Ws>U32| 
5-11 ll2Jai !3>t U26Q 
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23 SI l3 2&8 IlAgr lOctc 


BRITISH FUNDS —Contd 
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Index-Linked 



oa Ftgaret hi parentheses show RW Base for indexing. Oe 8 
months plor to tot*e) aod have been adjusted to reflect rebating 
o» RPI to 100 hi Janeary 1987. Comenloa taaor 3.945. RPI lor 
March 1990: 121.4 and for October 2990: 130 3. 
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CANADIANS 
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04% 47% TrMC pMTE 97 t X% X% 48% 

4 2% TiaoEx 95c 
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SO SaqeaA 90 U»W 


Ufa MfaSaqaaB 90 J1 
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X 10 vIWPBpB ZWO Xfa 
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Xfa X SNERlT.ra 67 M 755 X Xfa 30fa+ fa 
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a »fa ofa ofa + fa 
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nfa Mfauas i.n 


B3e * ta Tfa d 7% 

a 4911 11 Ufa M 
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787 3% 3 

- U-U-U - 

9X0 09 06% 
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20% Wkdta *199 3918 707 36% 38% 30% +2% 
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32% 29fa WIccEn 1.70 6911 882 X% Xfa Xfa + fa 

Mfa tt% VRmPS IX 7.1 U SU 23% 23% 23% 

Xfa Xfa Wkce L72 8919 BX 26% Xfa 26% + % 

Ufa efaWdviW .W 11 BO 7% 7 fa 7% 

36% 22% Vfchwh #194 391138X20% 20% »%+ fa 

Ufa B WtUCp X 3% Sfa 3% 

Ufa tt WrhM 194# 16 04 Ufa 12% 12% 
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Ufa 6% WyleLb SB 29 » 209 11 Ufa 10% + fa 

Mfa UfaVymv .90 4.1 8 X Mfa 14 14% + % 

- X— Y— Z — 

Xfa SO Kara* 3 68 05787 Mfa M 34%+ fa 
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32% 28faWtae&1.tt 
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6% 2% UNChm 251 3 Sfa 2fa- fa 
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0% 2% URS U Sfa 3. 3fa+ fa 
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5% fa UBG 11 14a Tfa 1 1 
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CapyrigM by The AaeodaisdlOHaa 
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tt IfaUMB «0 2% 2% Sfa- % 
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W Ufa+ fa 
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Solo* Bourn ora unoflkaaL Yearly highs and lows rdlect lha 
pravieui ® mafca plus ttie currant weak, but not the lateet 
■reding day. Where ■ epfli or stock dividend amounting to 35 
parasd or mors Bee bean paid. Bw year's Mglwaiiy range and 
dvUand are shown for die new Moc* only. UnUsa oBaerariea 
noted, rotes ol dvldaraJ are eanual dUmrsamaom based on the 

Waal declaration. 

e-dMdand aiaa xtaatsV hennual rate of dividend plus stook 
dividend. o+lquMating dMdamL ck+eafladL d+iaw yearly lew. 
•ttvldend da c tar wd or paid tapreoeOng 12 moMhs.mdMdand 
hr Canadian funds, subject to 16% norv-resttWnee ta HlMdand 
demand slier spUNjp or stock dMdend. J-dMdsnd paid Ms 
year, emUad. dalarracL or no action taken at latest dMdaiid 
weal in g. MMdend declared or paid this year, an accumulative 
Issue wtth (SvMaoda tn mat imw Issue In the past 52 
ma ke. The high-low range begins with the start el trading, 
nd-naid day delivery. P/E pri ce earnings ratio, r -dividend 
declared or paid In pnomOng 12 mo nths, phis stock dMdend. 
freax* spot Dividends begin wflh data <* epltt. statutes. 
tUvMend paid ki stock In praeadlng ttmoraha, asU wa ied cash 
value on ooMflvWand or aoHUsMbnttm due. i+naw yearly Mob. 
vHBwflng baited. vMn bankruptcy or receivership or being 
reorgantmd under die Bankruptcy Act or aacuriBos assumed 
by Such BORemntas. wd-dWtltbiSed. w t whan I ss ued, ww-wlth ' 
w ain s s o. x4s-dMdsnd or aftlga. adle-aa-dMiflxiOon. *w- 
withoul warrants. y-ex-dMdsod And ulaa Infoll. yid-yrlofd. 
zmdaaintiflL 
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Stuck Ota.? MBS Mak I 
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Sir Dermis Weatherstone, 
chairman of J P Morgan, talks 
£ to David Lasceiles 


J P Morgan has always 
taken a lofty view of 
world events, as befits 
what most people consider to 
be America's classiest bank. 
This may explain why Sir Den- 
nis Weatherstone. its chair- 
man. responds with studied 
calm to the question of 
whether he is worried by all 
the turbulence in the world 
banking industry, particularly 
in the US. 

He objects to the word "wor- 
ried". 

"I would prefer a less emo- 
tive term,'’ he says. “It is cor- 
rect to be concerned. If you're 
not. you don't know what's 
going on.” 

What particularly concerns 
him is that the banking system 
is vulnerable to “accidents” 
and that the US recession may 
be deeper and longer than peo- 
ple expect - all of which will 
put bank management on its 
mettle. But he is keen to 
remove any hint of alarm from 
his words. "This is not another 
savings and loan problem in 
the making.” 

If Sir Dennis sounds more 
like a central bank governor 
than the head of one of the 
world’s largest commercial 
banks, that Is in keeping with 
the Morgan style. For years, 
Morgan has cultivated an 
image of strength and quality, 
and it is in times like these 
that it pays off. The group, and 
its main operating arm Morgan 
Guaranty Trust, has the stron- 
gest balance sheet and client 
list of any big US bank. Alone 
among the giant New York 
institutions, Morgan has been 
spared the disturbing rumours 
which have been swirling 
around since the summer. 

But if this provides some 
quiet satisfaction for Sir Den- 
nis. he does his best to conceal 
it. "We should not have any 
competitive glee because we 
have a real interest in seeing 
that the US banking system 
remains strong. That attitude 
should extend outside the US 
as well because many banks 
have their balance sheets in a 
local currency and the US dol- 
lar." 

Sir Dennis has other reasons 
for feeling satisfied. His recent 
knighthood crowned one of the 
more remarkable careers in 
world banking and put him in 
the possibly unique position of 
becoming a titled US bank 
chairman. 

London-born, he joined the 
London branch of the Guar- 
anty Trust Company, a prede- 
cessor bank, at the age of 16, 
back in 1946. He demonstrated 
his skills as a foreign exchange 
trader early on, and this 
advanced him into manage- 
ment and brought promotion 
to New York in 1971. The next 
10 years saw his rapid rise up a 
career ladder which combined 
his knowledge of the market 


with hie managerial abilities. 
After a spell as group treasurer 
be became vice-chairman 10 
years ago and finally at the 
beginning of this year, chair- 
man. 

His slight build and unas- 
suming style do not mark him 
out as one of the most power- 
fill figures in US banking. But 
those who know him well say 
his strength lies in a combina- 
tion rare in the financial 
world: a feeling for the market 
and an ability to plot and man- 
age strategy. 

Morgan’s soundness will pro- 
vide a good foundation for his 
term in office. But Sir Dennis 
still faces the challenge of posi- 
tioning Morgan in what are, by 
any standards, very testing 
times. 

Although Morgan's business 
is the envy of its peers. It oper- 
ates in a ratified world of huge 
but fickle multi national com- 
panies and volatile markets. 
Morgan has no retail hanking 
business, therefore none of the 
high street banking hinterland 
which other banks can fall 
back on when times are hard. 
Some observers have seen in 
this a f iinitamMiiai weakness 
in the Morgan strategy: it risks 
being left high and dry In a 
market where many corpora- 
tions can hanHla their WnanMal 
needs themselves, and even 
have higher credit ratings than 
banks. J P Morgan lost its tri- 
ple A rating last year, though 
Morgan Guaranty managed to 
hold on to it 

The answer, according to Sir 
Dennis, is to ensure that the 
hank can still supply a wider 
range of services and on more 
advantageous terms than their 
clients can obtain themselves 
or elsewhere. Having the tight 
expertise, and knowing all the 
world’s main markets, is there- 
fore crucial . 

“We think, for us, there will 
continue to be opportunities in 
financial centres around the 
world based on the increasing 
levels of world trade, ease of 
travel and communications. 
We want to help our clients 
manage the complexities: 
exchange rates, interest rates, 
tag , and accounting.” 

In order to widen its range of 
services, Morgan has been at 
the forefront of pressure for 
regulatory change in the US, 
particularly to enable commer- 
cial banks to get into the secu- 
rities business. In a milestone 
decision. Morgan was recently 
the first US bank to obtain 
Federal Reserve approval to 
trade corporate equities. But 
Sir Dennis thinks regulatory 
reform must proceed well 
beyond one-off Fed decisions 
and address fundamental 
changes. 

"These are very necessary. 
Hopefully they will take place 
in an orderly fashion, and 
quickly. From the regulatory 
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‘We Intend to bring something to the party 9 


Tony Andrews 


viewpoint we should not tackle 
the issues one by one. We need 
a complete overhaul of the sys- 
tem, not because of a crisis but 
because geography and prod- 
uct Htwftntinms malfo anrt 
less sense.” 

But as anyone who wit- 
nessed the bloody aftermath to 
London’s Big Bang knows, the 
entry of banks into the securi- 
ties business ran have disas- 
trous consequences. Is Sir Den- 
nis not about to r un the game 
risks? 

"Every institution should 
have a well-defined strategy. 

PERSONAL FILE 

1930 Bom in London. 

1946 Joined London branch of 
Guaranty Trust Co. 

1971 Assigned to New York. 

1972 Senior vice-president in 
charge of foreign 
exchange and interna- 
tional treasury. 

1977 Executive vice-president 
and treasurer. 

1979 Vice-chairman. 

1987 President 

1990 Chairman, knighted. 


We intend to bring something 
to the party and not just be 
another organisation that can 
provide underwriting and trad- 
ing skills.” 

As it happens, Morgan did 
not throw itself into Big Bang 
iik«» many other US h»T»k»» by 
buying a stockbroking firm. 
Instead, it built up its o wn 
investment hawking operations 
itself. “We prefer to use our 
own people and resources. We 
wanted to be sure we would be 
in a value-added situation in a 
new market” 

The new powers which Mor- 
gan ha» been granted should 
enable it to build up a wider 
relationship with its clients. 
"We expect to get even closer 
to the chief executives and 
chief financial officers of cor- 
porations worldwide and work 
with them on their overall 
finan cial strategy, for which 
we can execute as well as 


advise.” 

Ironically, Hnngh t Morgan's 
breakthrough intn new fipiHa 
came just as the conventional 
hanking 1 market seems to be 
brightening up for the first 
time in over a decade. The 
problems of the banking inAm . 
try have taken a lot of the pres- 
sure off margins by reducing 
the level of competition, partic- 
ularly from the hard-pressed 
Japanese banks. 

"They will become more 
focused than before,” predicts 
Sir Dennis of the Japanese. 
“They were a source erf funds 
which led to some benefits, and 
some problems, for example 
price cutting. But they will be 
more discriminating now. They 
will have to go through the 
same value-added analysis as 
everyone else.” 

As margins widen a gain and 
the cost of borro win g goes up, 
the surviving hanks will obvi- 
ously benefit But Sir Dennis 
argues that this will also 
impose a needed disripltnp on 
borrowers. “Users of funds will 
have to became more discern- 
ing. That's to the good as welL 
Highly leveraged transactions 
produced some genuine 
excesses to which the easy 
availability of funds contrib- 
uted.” 

The prospect of a healthier 
loan market has even 
prompted Morgan to consider 
increasing its own lending - 
something it has done very lit- 
tle of, partly because it speci- 
alises In more sophisticated 
banking services which carry 
larger fees; partly, too, because 
of the risks. But though ana- 
lysts have noted a rise in Mor- 
gan's reported loans, Sir Den- 
nis is wary of confirming that 
a potentially Important change 
in policy is taking place. Mor- 
gan's shareholders and deposi- 
tors might not think that thlc 
was the best time to boost 
lending - and there are a lot 
of people Morgan does not 
want to lend to. 

“There’s not a great deal of 
chang e at the moment.” savs 
Sir Dennis. “But we do see 


Baker may try to be bold 


THE principal focus of the 
current parliamentary session 
was always going to be the 
Criminal Justice Bill, with its 
pronounced emphasis an “pun- 
ishment in the community” Its 
genesis was the White Paper, 
Crime. Justice and Protecting 
the Public, published in Febru- 
ary but mainly authored under 
Mr Douglas Hurd's mostly lib- 
eral home secretaryship. Its 
controversial provisions, that 
emerged last month, had been 
inherited by the hapless but 
somewhat hawkish Mr David 
Waddington. With the arrival 
of Mr Kenneth Baker to pilot 
the bill through parliament, 
there is keen speculation about 
how much of the bill will sur- 
vive the lively debates in conk 
mitlee which began last week 
- and about what additions 
peers and MPs may seek to 
have included in the legisla- 
tion. 

One expected attempt to 
amend the bill will do no more 
than provide a momentary agi- 
tation. Given the personal sup- 
port of Mr Waddington. those 
in favour of the restoration of 
capital punishment will find no 
comfort from either the new 
home secretary Mr Baker or, 
significantly, the new prime 
minister Mr John Major. Both 
have consistently gone 
through the abolitionist lobby 
whenever the issue of the 
death penalty has been 
debated, as it has on more than 
a dozen occasions since final 
abolition in 1969. There will be 
no impetus to the hangers' 
lobby from cabinet, such as 
Mrs Thatcher gave by her 
unvielding espousal of capital 
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punishment Indeed, an amend- 
ment to replace the mandatory 
life sentence for murder by a 
discretionary sentence of life 
imprisonment stands a better 
chance of acceptance. 

An attempt from the other 
spectrum of the penal affairs 
lobby - the penal reformers - 
to amend the bill may fare a 
little better. Support among 
those involved in the criminal 
justice system is growing for 
the idea of a Sentencing Coun- 
cil to plan and direct sentenc- 
ing policy. Within such a coun- 
cil, judges and magistrates 
would rub shoulders with rep- 
resentatives from the prison 
service, probation, social work- 
ers and academic criminolo- 
gists. No longer would it be left 
to the senior judiciary exclu- 
sively to decide what sort of 
sentencing policy and what 
size of prison population the 
country should have. The Sen- 
tencing Council would be the 
forum for formulating policy 
and issuing guidelines to the 

courts. 

There’s the rub. The judi- 
ciary has declared its hostility 


to the whole idea, perceiving it 
to be a direct threat to the 
independence ef individual 
sentence rs. The pressure, how- 
ever, to put some brake on the 
practice of the courts, which 
continue to create the largest 
prison population of any coun- 
try in western Europe, is 
mounting. 

The new home secretary will 
become the recipient of Lord 
Justice Woolfs report on his 
Inquiry into prison distur- 
bances, due to be in Mr Baker’s 
hands by the year’s end. The 
aftermath of the events at 
Strangeways prison in April 
has been as destructive and 
distressing in its impact on 
prisoners, their families and 
the prison service as the inci- 
dent itself. Normality has cer- 
tainly not returned to the 
penal system. 

Informed opinion has been 
that Mr Waddington has not 
been enamoured by the broad 
sweep of Lord Justice Woolfs 
inquiry, with its helpful series 
of public seminars on a wide 
range of issues touching on the 
future of the civilised prison 
system. Mr Waddington was 
inclined only to respond to 
recommendations that would 
deal with the immediate causes 

for the worst riots - indeed 
the mutiny - in British penal 
history. A better structure to 
prison administration is 
needed to prevent or scotch 
any <iwiifar disturbances. 

The danger faring Mr Baker 
is the Home Office’s declared 
view that the unrelieved over- 
crowding in prison since 1970 
is at the root of all the troubles 
besetting the prison system in 


the past two decades. Prisons 
have been overcrowded since 
the war; It has infected every 
facet of prison life. But the feet 
is that conditions in the long- 
term and training prisons 
have, on the whole, been good 
in contrast to the overcrowded 
local establishments, such as 
Strangeways. 

Yet until the eruption in 
April the most serious inci- 
dents - «tmI ther e have been 
many in the past 10 years - 
have been in establishments 
where conditions were good, 
while the inmates of local pris- 
ons, locked up with two or 
three others for most of the 
day, with their own ordure for 
company, endured their fete 
with a near stoical passivity. It 
is for the reason that over- 
crowding is not the only vice of 
the system that has led Lord 
Justice Woolf to canvass wider 
solutions to the problems of 
tiie prison system. 

The temptation of govern- 
ment is to seek some way of 
patching up the prison system. 
The hope of penal reform e rs is 
that the new home secretary 
will bring a more comprehen- 
sive and imaginative approach 
- as he did with education - 
to the Issues. 

A bold suggestion that might 
attract Ur Baker is the idea of 
setting utf an agency responsi- 
ble for giving effect to ail the 
orders of the criminal courts - 
a Commission for the Enforce- 
ment of Criminal Justice. That 
means administering through 
a single comprehensive author- 
ity “punishment in the commu- 
nity” as well as running the 
prisons. 


select opp o rtunities for loans 
as h»nV« shrink their bal- 
ance sheets.” 

Neither the recovery of the 
loan market nor even regula- 
tory reform will be enough to 
head off what Sir Dennis pre- 
dicts will be a major restruct- 
uring of the US hanking indus- 
try in the years ahead. He 
expects to see a big shrinkage 
in the number of US banks as 
they seek strength in merger. 
“Five years from now there 
will be considerably fewer 
banks overall There will be 
some consolidation among 
money centre banks.” 

Whether or not Morgan itself 
will be forced to join the con- 
solidation, if only out of self de- 
fence. is a moot point Sir Den- 
nis holds open that remote, 
almost unthinkable possibility. 
“One shouldn’t assume that we 
wouldn’t be opportunistic. 
Well obviously watch whafs 
going on and examine all ave- 
nues.” 


W hen the US Treasury 
Secretary implores 
banks to keep on 
lending to their good custom- 
ers, you can be sure that eco- 
nomic prospects are poor. But 
how poor? Is the US feeing a 
quarter or two of mildly nega- 
tive growth followed by the 
speedy return to economic 
health predicted by the White 
House? Or should America pre- 
pare for a serious downturn 
along the lines of 1973-75 and 
1981-82? 

Predictions seem somehow 
futile. The economy lies in the 
shadow of the Gulf crisis. Pros- 
pects for growth, inflation and 
jobs will depend on the out- 
come of diplomatic missions in 
coming weeks. The only cer- 
tainty is that the economy took 
a sudden tom for the worse In 
October and November. Con- 
sumer confidence, industrial 
production and factory employ- 
ment are sharply down. Initial 
unemployment insurance 
rlahna are UP- Core Inflation is 
subdued. The trade deficit nar- 
rowed despite higher oil 
imports. Consumer spending 
and personal incomes are soft- 
ening. although not yet 
sharply. The lpading and coin- 
cident Indicators of economic 
activity have fallen for four 

m/inthn r unning- 

It undoubtedly adds up to 
what Mr Alan Greenspan, the 
chairman of the Federal 
Reserve, last week dubbed a 
“meaningful downturn”. But it 
does not necessarily Imply a 
serious recession: the latest 
OECD forecast, which was 
released with the usual inexpli- 
cable two-month delay on Fri- 
day, predicts nothing worse 
than a temporary slowdown in 
the rate of growth. Other 
respected forecasters remain 
optimistic. 

Ms Gsfl Foster of the Confer- 
ence Board in New York, for 
example, argues that recent 
production cuts “exceed in 
magnitude the likely dpriinp m 

final riamanri and will r e v erse 

in the first half of 1991”. In her 
view the current weakness is 
still the result of regional and 
sectoral problems. Her biggest 
fear is that a riimate of unnec- 
essary passimtem will eventu- 
ally prove self-fulfilling. 

The case for optimism 
deserves a hearing. The first 
and inco n trovertible bull point 
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ACROSS 

1 Way murderer may become 

pub entertainer (8) 

S Virtuous it is said but 
sought after (6) 

10 One taking profit once more 
(5) 

11 Sudden fear about Grey’s 
eulogy? (9) 

12 Lie told to keep children 
quiet perhaps (5,4) 

13 Drink knocked back in royal 
fashion (5) 

14 Girl capturing another with 
gun (6) 

15 Instrument found in wine- 
cask (7) 

18 First-year student is more 
up-to-date (7) 

20 Hire charge for book in gen- 
uine b inding - (6) 

22 L egally preclude some hon- 
est operation (5) 

24 Where abandoned little 
swine may end up? ( 63 ) 

25 Against intimate union 
causing embarrassment (9) 

26 Point to counterpart coil (5) 

27 Pace bringing right back 
into team (6) 

28 Players of ripe years need- 
ing to be wrapped up (8) 


DOWN 

1 Sticks to one county (6) 

2 Revive Innermost part in 
tree perhaps (9) 

3 One per cent of girl in con- 
finement? (55A5) 

4 Clear up former open, coun- 
try (7) 

6 Having noble relation (like 
telegraph poles?) (6.9) 

7 Young person having sec- 
ond thoughts about outfit 
(5) 

8 Time of year to make speech 
or do the waD papering (8) 

9 Old coins provided by finan- 
cial backers (6) 

16 Bird taking gentle stroll on 
track (9) 

17 The crimes of receivers (8) 

19 Put down again when trying 
to ring up queen (6) 

20 Rearrange tour and rush 
round building (7) 

21 Mean to be fashionable 
nurse (6) 

23 Voice of some unfortunate 
northerner (5) 

The solution to last Saturday's 
prize puzzle will be published 
with names of winners on Sat- 
urday December 15. 
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MICHAEL PROWSE 

on America 

is that the rise in inflation and 
oil prices (so far) is much less 
severe than in 1973-75 or the 
early 1980s. There is thus no 
prospect of the kind of mone- 
tary policy crackdown that 
provokes a violent adjustment 
in the real economy. Quite the 
contrary, the Fed has been eas- 
ing for months and will con- 
tinue to do so, even if the dol- 
lar slides further. 

A slightly more suspect 
ground for optimism is the 
improvement in the US’s exter- 
nal competitiveness and the 
consequent rapid growth in US 
exports. This has helped 
ensure that the chill of this 
downturn is felt mainly in 
areas, notably the east and 
west coasts, where the Reagan 
service economy once boomed. 
Yet exports are still a low per- 
centage of GNP and were sup- 
ported as much by the boom- 
ing world economy as by the 
failing dollar. As world growth 
falters, US exporters will find 
the going gets tougher, regard- 
less of the dollar's value. 

Then there is industry’s 
tight control of inventories. In 
most recessions, savage cuts in 
production occur because com- 
panies permit a crippling accu- 
mulation of unsold goods. Bat 
the inventory-tosales ratio is 
close to an historic low, having 
trended down for eight years. 
This leanness is encouraging, 
but far from a guarantee of 
dement weather better stock 
control technology means that 
companies need fewer invento- 
ries even in good times. In any 
case, a shar p in tire 

inventory to sales ratio in the 
early 1970s did not prevent the 
worst recession since the Great 
Depression. 

Inventory control is bol- 


stered by a remarkable- degree 
of wage flexibility. .There 

seems no prospect of a lurch 
into stagflation being intend- 
Tied by a British-style, demand 
for higher pay- The unions are 
simply too weak. Many groups 
in the US. especially young 
blue collar workers, have qui- 
etly accepted real wage cuts 
throughout the past decade. 

These are some of . the rea- 
sons why most forecasters 
expect a fairly shallow reces- 
sion: the consensus view is 
tha t the peak-to- trough decline 
in GNP is unlikely to exceed 
about IV a per cent. If this Is the 
case , the 1990-91 recession will 
resemble the mild downturns 
of 1960-61 and 198W0: a 
reminder that the business 
cycle Is -alive and kicking but 
not a wrenching dislocation. 

But there are troubling fea- 
tures of the present downturn 
which could imply a much 
bleaker outlook - even assum- 
ing war is avoided in the Gulf. 
America has never entered a 
modern recession with Its fis- 
cal and monetary room for 
manoeuvre constrained - by 
large domestic and external 
deficits. Nor has the post-war 
economy ever laboured 
beneath so heavy a debt bur- 
den. This has given rise to 
fears of a “balance sheet” 
recession in which the inabil- 
ity of individuals and compa- 
nies to service loans leads to 
the fire sale of assets. This In 
turn wrecks the collateral of 
sound companies sparking a 
rhain reaction of default 

Last week the OECD scoffed 
at such alarmism, arguing that 
bank balance sheets are not so 
weak as to suggest an impend- 
ing “credit crunch”. It also said 
concerns about corporate debt 
are exaggerated. 

But one remains uneasy. 
One cannot forget that it was a 
flawed banking system, rather 
than inflation, off, or inventory 
mismanagement, that lay 
behind the prolonged depres- 
sion of the 19308. It seems 
inconceivable that the authori- 
ties today could allow the kind 
of monetary implosion which 
sank the US economy in the 
inter-war years. But it is unfor- 
tunately all too possible that 
the debt burden will prevent a 
healthy recovery from reces- 
sion and condemn the US econ- 
omy to years of stagnation. 
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of superiority 


A STATUE of Thomas Edison, 
surrounded by the busts of 
lesser gods of the pantheon of 
electronics, stands outside the 
central laboratories of Mat- 
sushita Electric Industrial. 

The figure was pot up as a 
tribute to the technological 
debt which Japan owes the 
west and as an inspiration for 
Matsushita’s researchers. 

Once derided in the US and 
Europe as a nation of copy- 
cats, Japan is increasingly 
moving to the forefront erf tech- 
nological ' and scientific 
advance. 

Companies which used to 
rely mainly on catting costs to 
gain the edge over western 
rivals now see product superi- 
ority as the key to the future . 
They intend to achieve it 
through combining the 
strengths of their laboratories 
with improved market 
research. As before, they will 
draw much of their inspiration 
from the work of scientists in 
the US and Europe. But they 
hope home-grown. Japanese • 
research will make an increas- 
ing contribution to the 
advance of science - for rear 
sons of national jjride and 
trade politics as well as of com- 
merce. ... 

Japan’s technological posi- 
tion is greatest in the fcfad of 
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research and development 
which flows from the factory 
floor - the constant refine- 
ment of wrfiiHng Mihw Sony 
last year launched 1J500 new 
products — an average of five 
a day. 

But Japanese researchers are 
also moving close to fron- 
tiers of knowledge in the appli- 
cation of science to industrial 
innovation. Tha miniaturisat- 
ion of microchip circuits has, 
for instance, reached the point 
at which, in some respects, 
their operation is no longer 
governed by the laws of every- 
day physics but by those of 
quantum mnrflnrefrat- 

Even in pure science. Japan 
is no longer as for behind as it 
was even 10 years ago. Japa- - 
nese M*Bnti« fai ' canno t match 
the US or leading European 
countries in the breadth of 
their work. Same still repeat 
the fornfh'ar tala that they Will 
nevyr pitch np because Japar 
nese culture stifles creativity. 
They gr umble Japan has won 
only five Nobel science prizes. 
But in more and more fialda — 
including X-ray astronomy, 
lasers and some areas of quan- 
tum physics — Japanese 
researchers are acknowledged 
as equals by their foreign 
peers. 

The 19th Century founders of 


modem Japan saw the acquisi- 
tion of knowledge as the key to 
industrial advance. That idea 
remains at *hg of think- 

ing about science and technol- 
ogy. The country is mercifully 
free of the belief that science is 
demeaned by being put to prac- 
tical use. “They are at the 
other end of the spectrum from 
the UK,” says a British scien- 
tist in Tokyo. 

The most important element 
behind Japan's technological 
achievement is its highly- 
trained workforce. “Parents, 
schools and universities all 
contribute. We do the rest,” 
says Mr Non taka Karan chi, 
m a n aging director of cable- 
maker Sumitomo Electric 
Industries. Japanese children 
regularly come near the top of 
international comparative 
tests. Companies train their 
recruits with cate, safe in the 
knowledge that their invest- 
ment will not be wasted as 
long as lifetime employment is 
the norm. 

M i ddle -aged managers com- 
plain that young recruits are 
less disciplined than thrfr pre- 
decessors. However, there were 
much greater worries, which 
proved groundless, about the 
generation of students who 
took to the streets in the late 
1960s and early 1970s. Today's 
fears are also almost certainly 
exaggerated. 

A more serious concern may 
be that MnW c i i pmir job short- 
ages, manufacturers will lose 
potential to famine 

other high-paying employers. 
The number of students enter- 
ing engineering faculties 
peaked three years ago. But if 
there is some decline, it is from 
an overwhelmingly high peak 
- Japan produces about as 
many engineering graduates as 
the US. 

The flow of talented people 
does not by itself explain 
Japan’s tprhnnlngiwii advance. 
The Soviet Union has good 
schools but a bankrupt indus- 
try. 'file way people are organ- 
ised matters enormously. The 
Japanese government does 
much to orchestrate a belief in 
technology as the key to the 
future, for example through 
“visions” published by the 
Ministry for Trade and Indus- 
try. 

UITI sponsors projects 
designed to fill gaps in Japa- 
nese know-how, notably the 
VLSI scheme of the Iate-1970s 
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As Japan’s space programme reac h es for the sky, so doss Its advance in science 


which propelled Japanese com- 
panies to the forefront of mem- 
ory microchip manufacture. 

However, MITI’s role can 
easily be exaggerated. Govern- 
ment accounts for just 20 per 
<ynt of the national research 
a nd d evelopment budget and 
MTETs share is just 10 per cent 

of that. 

Government supports indus- 
try in other ways — until 
recently it presided over a 
restricted financial system 
which, before its liberalisation. 


directed funds to manufactur- 
ing companies on p re fe rential 
terms. There are wide-ranging 
grants and low-cost loans to 
encourage small companies to 
invest in new technology. 

But it is not nations which 
compete but companies. In 
japan the greatest rnmnwnriai 
success and the greatest tech- 
nological advances are concen- 
trated in specific industries, 
where giant groups compete 
ruthlessly. Electronics heads 
the list. Which Includes CUTS, 


machine tools and cameras. In 
industries where competition 
has been restricted (through 
regulation), Japanese compa- 
nies often lag western rivals. 

Competition does not rule 
out collaboration, especially at 
pre-competitive stages of 
research. While MITI-led 
national projects make head- 
lines, much mote co-operative 
work is canted out among big 
mmpaniws and their customers 
and suppliers — often channel- 
ing advanced technology from 


the laboratories of the corpo- 
rate giants to small workshops. 

Investment in research is 
growing. The proportion of 
GNP spent annually on 
research and development 
overtook that of the US in the 
early 1980s and is now 29 per 
cent, the highest in the world. 

The results are reflected in 
Japan’s share of the world's 
exports of high-technology 
products which rose from 13 
per cent in 1980 to 21 per cent 
in 1967, according to the Japan 
External Trade Organisation. 
Since then it has grown to an 
estimated 25-30 per cent. 

Japanese companies regu- 
larly fill half the top 10 spots in 
lists of recipients of US 
patents. Scientists publish 
about 10 per cent of scientific 
papers, up from 5 per cent in 
1975. The number of foreign 
researchers coming to study in 
Japan doubled to 64900 In the 
three years to 1969. 

Nevertheless, if it is to main- 
tain its advance, Japan must 
meet important challenges: 

■ In spite of recent increases, 
spending on basic research is 
low in comparison with other 
countries, especially as much 
of it is carried out by compa- 
nies, which tend to describe as 
“basic” much of which is 
“applied”. Also, much money is 
wasted in the public sector. 

Japan needs more basic 
research if it is to grow into a 
world power with more to its 
name than just economic suc- 
cess. It must also respond to 
US criticism that it is having a 
free ride on the back of West- 
ern technology. Finally, 
researchers are finding their 
traditional empirical approach 
to technological problems 
needs the support of deeper 
theoretical knowledge. 

■ Japanese companies are too 
timid in their efforts to tap the 
brains of foreign researchers. 
They publicise their invest- 
ments in R&D widely, in the 
hope of allaying economic fric- 
tions. But the expenditure has 
so far been minute - Y43.6bn 
in 1987, according to official 
figures, or less than 0 J> per 
cent of national R&D spending. 
Foreign acquisitions — such as 
Matsushita’s planned $6.lbn 
takeover of MCA, the US enter- 
tainment group — Will expand 
the size of Japanese compa- 
nies’ foreign presence but wfll 
not necessarily improve the 
flow of information about for- 
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■ Biotechnology; Aero- 
space and defence Page 9 

■ Car makers; Factory 

automation; Advanced 
materials Page 10 

Average exchange rates 
for 1990: $ - Y147.38, 

£ * 7257.75 

Editorial production: 

Roy Terry 

eign know-how and foreign 
markets. That will require 
international management 
skills which they are only 
beginning to develop. 

■ Most of all, Japanese must 
rid themselves of the myth 
they lack creativity. The root 
of this inferiority complex is 
awe at the centuries-long intel- 
lectual tradition of the West. 

Warped by their sense of 
uniqueness, too few Japanese 
recognise that this tradition Is 
now a common heritage. 


svM, 



A great urban centre is like a gigantic maze full of 
people, traffic and buildings. Construction sites in 
such metropolis can vary from narrow alleyways 
to heavily travelled streets. In order to fit right 


into these work sites, an equipment must be both 
compact and versatile. Kubota, the comprehensive 
manufacturer of agricultural machinery, ductile 


iron pipes, irrigation system, waste treatment 
facilities, and much much more, has come up with 


the world's first series of mini excavators to solve 


this problem. Powered by our own dependable 


engines, these compact excavators display their 


true qualities in tight spaces. Ever since their 


introduction into the market, these mini excava 


tors have been popular in great urban centres and 


their suburbs. Today, these mini excavators 


are being produced in Germany as well as 


Japan. So, take a closer look at the next 
road construction site. You might just 


find one of our European made urban 


celebrities at work near you 


Kubota 

• KUBOTA Corporation London Office: 

IT/12 Hanover Street. London W1R SHF. U.K. Phone: (071) 6296471 
Tetax: 283235 KUBOTA O Facsimile: (071) 629-8915 

• KUBOTA (U.K.) Limited: 

Dormer Rood. Theme, Oxsn OX0 3UN. U.K. Phone: (064) 421-4500 
TeieiL 637651 KUBOTA G Facsimile: (064) 4216665 

• KUBOTA BaumacMnen GmbH: 

Steinfiausor Strafie 6660, Zwolbrilcken. Federal Republic of Germany 
Phone:6332-4670 

On April, 1990. KUBOTA a KUBOTA Cvpmton 

anBa new corporate tymooi was MMNMM 
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AN AMERICAN visitor 
recently asked a senior direc- 
tor of Toyota Motor, about the 
educational level of his work- 
force. "It's not bad," he replied. 
“We’ve achieved about 60 per 
cent literacy." 

His guest expressed great 
surprise, saying he had heard 
the literacy ratio in Japan was 
close to 100 per cent. The 
Toyota director answered: “I 
don't mean an ability to read. I 
mean the ability to programme 
a computer-controlled 
machine. About SO per cent of 
our workers can do that We 
hope to reach 100 per cent." 

The well-spriQg of Japan's 
technological advance has 
been education. Japanese 
schools, universities and com- 
pany training schemes produce 
a stream of skilled workers. 
The competitive advantage of a 
high level of education is likely 
to widen as automation 
increases the range of tasks 
any individual can perform. 
Also, the growing sophistica- 
tion of technology is raising 
the level of knowledge needed 
to make further advances. 

But Japan also faces chal- 
lenges: can manufacturing 
industry attract enough young 
people amid growing skill 
shortages and increasing 
opportunities in other fields? 
And. can a country which has 
excelled in refining an existing 
body of knowledge now gener- 
ate more creative thinkers 
capable or advancing the fron- 
tiers of technology and of basic 
science? 

The 19th century founders of 
modern Japan put great 
emphasis on establishing 
schools capable of producing 
disciplined workers with a 
well-rounded knowledge of 
basic skills, especially maths 
and science. 

The nationalistic rhetoric 
with which the pioneers 
imbued schools was largely 
eliminated after the Second 
World War. But otherwise the 
goals they set teachers survive 
intact. 

About 95 per cent of Japa- 
nese youngsters stay at school 
until the age of 16. More than a 
third complete some form of 
higher education. 

Companies build on this 
base, training workers for any- 
thing between one and five 
years. “Parents, schools and 
universities all contribute. We 
do the rest." says Mr Noritaka 
Karauchi, managing director of 
Sumitomo Electric Industries, 
the cable-maker. 

The effort is worthwhile 
because workers are less likely 
to quit than in the West. Not 
only are well-trained individu- 
als retained, but also the total 
knowledge of the workforce as 
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The wedaprfng of Japan's technological advance has been educ 
University of Tokyo (above) and (below) schoolchildren working 

EDUCATION AND TRAINING 


Springboard 
of economic 
advancement 


a whole is enhanced. Compa- 
nies can dispense with rule- 
books; workers are entrusted 
with levels of responsibility 
which are rare In the west. At 
Toyota, any worker can stop 
the production line to correct a 
fault, whereas at western com- 
panies the right Is generally 
limited to plant managers. 

Because education was from 
the beginning harnessed to 
economic progress, Japanese 
schools rarely show signs of 
the elevation of arts above sci- 
ences which is so common in 
the UK. 

Also, there is little of the 
intellectual snobbery which 
puts a higher value on abstract 
rather than practical know- 
ledge. Unlike Europe and the 
US, Japanese universities had 
departments of engineering 
long before they had science 
departments. 

Japan has just under 200 
graduate engineers per 10,000 



working people - about the 
same as West Germany and 
more than the US and the UK- 
More important, it is improv- 
ing its relative position by 
producing 75,000 new graduate 
engineers each year - more 
than the the US, a country 
twice its sl2e, according the 
Office of Technology Assess- 
ment of the US Congress. 

As for researchers per 1,000 
workers, the Japanese ministry 
of international trade ana 
industry estimates Japan sur- 
passed the US in the early 
1980s and now has more than 
eight, against around seven for 
the US. The OK figure is about 
four and falling , due to cuts at 
universities. 

Nevertheless, some indus- 
trial employers fear that even 
this flood of talent will be 
insufficient. A general labour 
shortage has been compounded 
by an increasing dislike of fac- 
tory work among young peo- 



ple, who prefer comfortable 
office jobs. 

Manufacturing companies 
are particularly worried about 
a loss of engineering graduates 
to other employers, chiefly 
financial companies. A slump 
in Japan's financial markets 
this year coupled to extra 
recruitment efforts on the part 
of engineering employers has 
staunched the flow. 


The biggest concern is 
a m ong small and medium-sized 
companies, which find it 
harder to attract labour than 
prestigious large corporations. 
These companies often borrow 
technologists - from big sup- 
pliers, for example, or from 
customers for co-development 
projects. 

Nevertheless, the need for 
graduate recruits is so acute 
that many companies are 
demanding relaxation of rules 
on foreign workers in Japan - 
so far with little success. 
Groups are also transferring 
R&D activities overseas, 
though in quite small amounts. 

Another solution is to make 
more use of the high skin lev- 
els among non-graduate Japa- 
nese workers by increasing 
automation. Investment in 
labour-saving equipment has 
been a key element in Japan's 
current surge in capital invest- 
ment. Japan’s total capital 
investment exceeded that of 
the US in 1988 - this year it 
wifi invest about 25 per cent 
more. 

Since the advance of automa- 
tion widens the range of tasks : 
any one employee performs, 
the investments in edu- 
cation will be worth even more 
to Japan in future than they 
already are. 

There are bouts of concern 
that the efficiency with which 
Japanese schools prepare 
youngsters for industry limits 
achievements in other areas - 
notably in creative thinking. 
For example, scientists agonise 
over the fact that Japan has 
won only five Nobel science 


Scientists respond to world pressure 

Going back to basics 



Prompted by Mr Yasuhiro 
Nakasone, prime minister in 
the mid-1980s, the Ministry of 
Education adopted a reform 
programme to promote more 
creative work at schools - 
including a reduction in class 
sizes from the enrrent high 
school average of 45. 

Industry is keen to increase 
the supply of researchers capa- 
ble of doing basic research, an 
area of increasing Importance 
as other articles show. Japa- 
nese schools teach youngsters 
to work in groups. Researchers 
often need to operate alone. 

But concern about basic 
research should not obscure 
the fact that most Japanese 
employers are well satisfied 
with the country's schools. As 
Mr Minoru Oda, president of 
the government-funded Insti- 
tute of Chemical and Physical 
Research, says: “We should, not 
start turning over the whole 
system in a futile quest for pro- 
moting genius. Genius will 
flourish anyway.” 

Stefan Wagstyl 


FOR 10 years, Japan has been 
trying to boost its commitment 
to basic scientific research. 
While the results are beginning 
to show in specific fields, Japa- 
nese scientists say it could be 
another 10 years before they 
can match the breadth of 
achievement of the US or lead- 
ing European countries. 

Some' Japanese and some for- 
eigners believe that while Jap- 
anese are excellent at refining 
established ideas, they have so 
far lacked the creativity for 
thinking op new ones. Some 
argue that the group ethic sup- 
presses the individual talents. 
Others suggest Japan's Buddh- 
ist and ConfUdan traditions do 
not encourage logical thinking 
as Western philosophy does. 

The truth is almost certainly 
more mundane. Japanese sci- 
ence was until recently starved 
of funds. Even today, although 
Japan spends a higher propor- 
tion of its GNP on research 
and development than does the 
US - 2.9 per cent against 25 
per cent - the share of baric 
scientific research is far 
smaller. 

Spending on basic research 
doubled in the decade to top 
Y12,000bn in the year to March 
1989. However, total research 
and development spending rose 
even faster so the proportion 
spent on basic research fell to 
13 per cent. Japan Haims that 
although this share is much 
less than West Germany's 
about 20 per cent, it is roughly 
the same aa the US. 

However, foreign critics 
charge that the Japanese fig- 
ure is inflated by including cer- 
tain salaries in statistics. They 
also question how much of 
Japan’s basic research is truly 
baric, given that 40 per cent of 
it is carried out by industry. 

Nevertheless Japanese scien- 
tists are beginning to hold 
their heads higher at interna- 
tional conferences. "Science is 
a high risk business with little 
return. Twenty years ago we 
could not afford it. Now we 
can. We are getting there," 
says Mr Genya Chiba, vice 
president of the Research and 
Development Corporation of 
Japan, an affiliate of the gov- 
ernment's Science and Tech- 
nology Agency. 

The drive to boost basic 
research comes from three 
sources. One is a belief that, to 
take its place among leading 
industrialised nations, Japan 


must be more than just an eco- 
nomic power, Japan needs to 
achieve more in other fields - 
including science. Officials are 
embarrassed that only five Jap- 
anese have won Nobel science 
awards, against 155 Americans. 

T his sense is compounded by 
pressure from the US for Japan 
to contribute more to the 
world's research effort in 
return for the benefits Japan 
has derived from research car- 
ried out elsewhere in the past 

Finally, Japanese companies 
increasingly believe they must 
do more basic research to pave 
the way for further advances 
in product development. 

Japan already produces 
increasing amounts of world- 
class scientific research. 
Favourite for Japan's next 
Nobel award winner is Dr 
Akira Tonomura of Hitachi's 
Advanced Research Laborato- 
ries, who has developed a tech- 
nique for using electron beams 

Japanese science was 
until recently starved 
of funds 


to make holograms of magnetic 
fields. 

Meanwhile, the ST A has 
started building a YllObn syn- 
chrotron, a 1.5km-long 
machine which will be tbe big- 
gest in the world when it is 
finished in 1998. The agency 
also funds an X-ray astronomy 
research centre at Nobeyama, 
south of Tokyo, which feeds off 
data from Glnga, the world's 
first X-ray astronomy satellite 
launched in 1967. 

Foreign scientists are 
increasingly willing to cooper- 
ate with Japan. For example, 
in sub-atomic physics, the 
Institute for Physical and 
Chemical Research, Japan's 
oldest research institute 
founded in 1917, is starting a 
joint project with the Ruther- 
ford Appleton Laboratories 
near Oxford: tbe two sides will 
produce a machine capable of 
producing streams of muons, 
sub-atomic particles which can 
fuse the nucleus of an atom. 

Japanese companies have 
built some 200 basic research 
laboratories in the last 10 
years, although often their 
work is more applied than 
basic but still requires 
advanced scientific skills. For 
example, the increasing min- 


iaturisation of circuits on 
microchips means the holes in 
the masking screens through 
which they are etched by a 
beam of light have to be made 
smaller. As they shrink, the 
light no longer follows normal 
scientific laws but the sub-mi- 
croscopic laws of quantum 
physics. Light shone through a 
square hole no longer produces 
a square-shaped image. - 

As well as trying to boost 
budgets. Japanese scientists 
fret over the way money- is 
spent, particularly in the 
under-funded public sector. 
Government money is split 
several ways; the Ministry of 
Education gets 45 per cent, tbe 
Science and Technology 
Agency 25 per cent, the Minis- 
try for International Trade and 
Industry 10 per cent and other 
ministries the rest. 

In spite of its large share of 
funds, the education ministry 
cannot take a lead in directing 
research because its funds are 
spread too thinly between 400- 
plus universities. To make 
matters worse, within universi- 
ties professors rule their 
departments like fiefdoms, 
unwilling to see funds diverted 
to new schemes. Young 
researchers often wait years to 
start their own projects. 

The result, with important 
exceptions, is atrophy - 
roundly condemned by. among 
others, Dr Susumu Tonegawa, 
winner of the 1987 Nobel prize 
for medicine for work done in 
the US. He said he could never 
have won his award if he had 
stayed in Japan. 

Prestigious national insti- 
tutes try to pick high-flyers to 
give them more freedom to fol- 
low their own hunches. So do 
institutes set up within univer- 
sities to skirt traditional 
pecking orders - including the 
Institute for Advanced Tech- 
nology established in 1988 at 
Tokyo University. 

The most ambitious scheme 
is the STA's programme for 
Exploratory Research for 
Advanced Technologies 
(ERATO), which has sponsored 
16 projects since 1S8L ERATO 
cats across tradition in sin- 
gling out individuals, publish- 
ing the photographs of project 
leaders. Mr Chiba says: “Japan 
doesn't like heroes. But we 
must persuade people to treat 
scientists like artists." 

Stefan Wagstyl 
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extend across the board. Commercial banking. 
Securities transactions. Rea/ estate brokerage and 
appraisal. Investment management. Advisory 
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MEMBER OF TSA AND AFBD 


Ceramics Fibres (TYRANNO”) 


l*k. 4 

Woven Vascular Graft 


Coal Water Slurry 


PotyimtdB Films (UPtLEX* | 


At UBE, our scope is our strength 


You can find U RE industries’ products at 
practically every level of human activity. 
Because al UBE, we have always had 
high aims. Right tram our coal-mining 
start in 1897. Striving to “create 
unlimited corporate resources from 
limited cool resources". And without 
wishing lo appear immodest, we would 
like to think that we have succeeded in 
such diverse sectors or industry as 
chemicals, cement, machinery; plant 
engineering and or course coaL Today, 
UBE is active in. such high technology 
fields as electronic materials, engineer- 
ing ceramics, separation membranes, 
medicines, materials for micro surgery. 


The World's largest Commercial 
Coal Gasification Rant 


pelru and agrochemicals. In fact, UBE 
has become an advanced technologies 
conglomerate. With stockholders' equity 
or 41.086 million yen* (USS 264 million**) 
an annual net sales or 426, 190 million yen 
fUSS 2,697 million) and a workforce of 
7,200, the company is in fine corporate 
shape. Ready to meet the challenges of 
IJie '21st Century. Check it out next time 
you are on a space ship. Chances are, 
some or the advanced materials, such as 
super heal-resistanl ceramics fibres 
(TYRANNO*) cladding will come from 
UBE . 

* Figures fbr risen I year 1989 
** 158 Yen - USS I 



UBE INDUSTRIE5,LTD. 

UBE INDUSTRIES, 13T3., Head I Office, ARK Mori Bldg. Akasaka 12-32, T -chome. Mirtaio-ku Tokvo 107 inn™ 

Tel.: +81 (0)3 5059286/Fax.: +81 (0)3 5059277 T <*yo W7. Japan 

USE EUROPE GmbH, ImmermannstraBe 658, 4000 Oussekforf 1. F.R. Germany. Tel.: +48 tnon 
, Fax.: +49 (0)211 3613297 '° )2V ' 356085/ 

. idc LOnoonCM eg. 102 Jermyn Street, London SW1Y6EE, UK Tel: +44(0)71 9307377/Fax • 

UBg INDUSTRIES (AMERICA) INC., 666 Frfth Avenue, New \tork, 10103 USA, Tel.: +1 +h!g) 7655263 
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LOW-COST CAPITAL 


THE TECHNOLOGY RACE 


• - 

hi S5 

; r ffntu.Vj ' 


More than just cheap finance 


As Japan invests more in research and development..-—.. 


as a percentage of GNPJmajor countries) 
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TO celebrate its fiftieth 
. anniversary, Fujitsu, Japan’s 
leading computer maker, built 
a palace of steel and glass; not 
a new headquarters, but a 20- 
storey. Y20hn engineering cen- 
tre. 

From the top floor of the 
bonding.' completed two years 
again Kawasaki, near Tokyo, 
Mr Masaka Ogi, president of 
Fujitsu Laboratories, the com- 
pany’s research subsidiary, 
surveys -a vast research and 
-development site. 

"We are spending is per cent 
cf total revenues on research 
and development", he says. 
“That’s very high. From the 
standpoint of current profits 
ve fffwwitfi decrease per- 
centage but we are Blinking of 
the future. " 

The sense that the company 
wffl. provide whatever is neces- 
sary for R&D Is pervasive 
among large Japanese groups. 
R&D is a core ac tivi t y for large 
Japanese companies, bound 
into the process of manage- 
ment, TWflnnfimtiiT ing and mar- 
keting. The question is 
whether the financial condi- 
tions under which they operate 
encourage Japanese companies 
to be more positive about R&D 
wthan their western rivals. Put 
’bluntly, rsm they raise capital 
more cheaply than their west- 
ern competitors? 

Broadly speaking, the 
answer in the past has been 
‘yes’. After the war, Japan 
h niTt a ti ght ly-re gula ted finan- 
cial syst em desig ne d to chan- 


nel low-cost funds to industry. 
However, the advantage has 
probably shrunk in recent 
years due to financial deregula- 
tion. it may even have been 
eliminated - at least tempo- 
rarily - by this year’s crash in 
the Tokyo stock market 

However, other factors are at 
least as important in encourag- 
ing the expansion of R&D 
spending - a high-growth 
economy, corporate structures 
which spread risk, the exis- 
tence Of keiretSU, or tndTigt-rin l 
groupings, and the role of main 
banks. 

Capital costs are a controver- 
sial issue, not least because 
some US businessmen niaim 
the cheap capital has given 
Japanese groups an unfair 
competitive advantage. Often 
the evidence' they cite is the 
fact that nominal interest rates 
have been lower in Japan than 
in the US. 

The truth is more complex. 
First, nominal rates have to be 
adjusted for inflation to calcu- 
late the real interest rate dif- 
ferential between the two 
countries. Moreover, compa- 
nies raise capital in two forms 
- debt and equity - the rela- 
tive cost of which varies -over 
time. Finally, the cost of capi- 
tal is influenced by tax and 
accounting rules. 

Two US academics, Robert 
McCauley and Steven Zimmer, 
concluded in a study last year 
by the Federal Reserve Bank of 
New York that, in general. 
Japan had much lower capital 


Stefan Wagstyl on Japanese 


contenders for honours 


The hunt for 


Nobel prizes 


THE first Japanese to win a 
Nobel prize was Hideki 
Yukawa, who won the 1949 
physics award for work on sub- 
atomic particles. SbfrdcMro 
Tomonaga won the physics 
prize in 1965. 

The doyen of Japanese scien- 
tists today is 72-year- old Dr 
Kenichi Fokin, professor emer- 
itus of Kyoto. University "who 
won the 1981 Chemistry prize. 

Two. more Nobel laureates ‘ 
Uve and weak in the US - Dr 
Leona Esaki (1973 chemistry) 
and Dr Suaumu Tonegawa 
(1987 medicine). 

Other distinguished Japa- 
nese scientists (who have so 
far failed to win the highest 
honour) include Dr Minoru 
Oda, an astronomer and presir 
dent of the Physical and Chem- 
ical Research Institute, and Dr 
Junichi Nishizawa, director of 
the Semiconductor Research 
Institute and president of 
Tohoku. University, one of 
Japan’s leading seats of scien- 
tific laming - . . . 

.#/ Which young Japanese scien- 
tists are most likely to join the 
ranks of the world-renowned? 
A straw poll by the FT pro- 
duced six candidates: 

Dr Akira Tonomura, the 48- 
year-old chief researcher at 
Hitachi’s- 
Advanced 
Research Labo- 
ratory, who 
was short- 
listed for this 
year’s Nobel 
physics prize. 
He found a 
way of demonstrating the 
Aharanov-Bohm effect, a 
little-known phenomenon of 


when they are miniaturised to 
the point at which the laws of 
quantum physics take over 
from those of everyday phys- 
ics. He won the IBM Science 
last year. 

Dr Hiroshi Masuhara, 46, 
professor of the Kyoto Institute 
of Technology, 



micro- 




quantum physics, by using 
electron " 


beams to draw holo- 
of magnetic fields. Sd- 
i believe the work could 
tie of more than^ academic 

interest since detailed know- 

ledge of magnetism is vital to 
the development of supercon- 

dutors. 

Dr Hiroyuki Sakaki, 46, a 
specialist in the physics of 
semiconductor 

devices and a 
professor at 
the Research 
Centre for 

Advanced Sci- 
ence and Tech- 
nology at 
Tokyo Univer- 

sity. His research concentrates 
on what happens in microchips 


who heads a 
government- 
funded project 
investigating 
the . use of 
lasers in caus- 
ing and con- 
- trolling chemi- 
cal reactions 
scoping scale. 

Dr Kosuke Moifkawa, 47, a 
department director at the Pro- 
tein Engineer- 
ing Research 
Institute in 
Osaka, who is 
investigating 
the structure 
of DNA and 
RNA, the mole- 
cules which 
contain the chemical codes 
through which living cells 
reproduce. Dr Morikawa has 
devised techniques using X-ray 
crystallography which enable 
him to draw the shapes of 
these molecules very precisely. 
Some scientists believe his 
work may help in the study of 
the Aids virus. 

Dr Hiroyuki Fajita, 37, is an 
electronic engineer who makes 
some of the r . 
world’s small- 
est machines. 

An associate 
professor at 
Tokyo Univer- 
sity. he speci- 
alises in mak- 
ing tiny 
motors using electrostatic and 
superconducting magnets. 
They are small enough to be 
mounted on a silicon chip. 

Dr Junji Timfamy 41, associ- 
ate professor of the Nobeyama 
Radio Observa- 




tory, at the 
National 
Astronomical 
Observatory, 
specialises in 
radio astron- 
omy and the 

developments 

in observational instruments, 
especially in miTTi metre wave 
low-noise receivers, and the 
use of superconducting 
devices. 



[pm^ClALTiMKJ 

RELATED surveys 


Kamai 


Computing Industry 


Apr 9 
June 8 
July 9 
Oct 10 


Automutivo Industry 
Financial Services 


Nov 19 
Dec 20 


Feb 1991 
Mar 1991 


Japan in Europe 


Mar 1991 


FOR ADVERTISING FORMATION IN IDNOOK OTVTACT TATSUKO DAWES 

071-873-3260 

FOR EDITORIAL DETAILS IN LONDON, DAVID DOOWSJ- 

071-873-4090__ 


costs than the US or UK, and 
somewhat lower costs than 
West Germany, in the II years 
to 1988, the difference between 
the US apd Japan for machin- 
ery with a life of 20 years was 
3.4 percentage points, for a fac- 
tory with a 40-year life, A3 per- 
centage points and for an R&D 
project with a 10-year pay-off, a 
considerable 8 percentage 


R&D is a core activity 
for large Japanese 
companies 


These findings were borne 
out by Douglas Bemhehn and 
John Shaven in a paper pub- 
lished last year at Stanford 
University. They concluded 
that while the Japanese advan- 
tage in debt finance narrowed 
from 98 percentage points in 
1980 to 6.7 percentage points in 
1988, advantage in equity fin- 
ancing widened modestly from 
6i2 to 78 percentage points. 

However, a third widely- 
quoted study (by Albert Ando 
and Alan Auerbach) found that 
Japanese companies had little 
advantage in the years 1966-8L 

If Japanese companies have 
enjoyed thp h o no fr t g of chea p 
finance, what of the future? 

The Hwtiw wfa p (kirggnlattm of 

Tokyo’s financial markets 


should mean a farther decline 
in Japan’s advantage in the 
cost of debt capital Real inter- 
est rates In Japan are currently 
hi gher than in the US. as the 
US anthorities ease monetary 
policy to fend off recession 
while the Japanese keep credit 
tight to flgh* inflation. 

This year’s decline in the 
Tokyo stock market could also 
mark an adjustment in equity 
costs. Mr Kumiharu Shigehara, 
head of the Institute for Mone- 
tary and Economic Studies at 
the Bank of Japan, says 
bluntly: "Most of the alleged 
cost advantage has disap- 
peared now.” 

However, that is not the end 
of the story. Japanese compa- 
nies will enjoy the fruits of 
past investments for years to 
come. Also, not all investments 
are equal. The Bernheim- 
Shoven study also found that 
the relative cost of funding a 
high-risk investment compared 
to a low-risk (me was greater In 
the US than in Japan. This 
would make Japanese compa- 
nies more likely than their US 
counterparts to invest in high- 
risk ventures - including 
long-range R&D. 

The most important reason 
why Japanese companies may 
be more willing to entertain 
rfalr thaw US groups Is their 
experience of high-speed 
growth: investments are much 


more likely to succeed in such 
an environment Other condi- 
tions also encourage compa- 
nies to undertake risky pro- 
jects. One is the readiness of 

Iwnlfs tO act as hanfca to 

a company, taking on a greater 
share of debt than a western 
bank might and often provid- 
ing advice and sometimes even 
personnel 

Similarly, companies inside 
the same keiretsu often collab- 
orate on new projects. Even 
outside keiretsu, co-operation 
is common - between large 
companies and their suppliers 
and customers, for example, 
government too plays a role - 
encouraging companies to 
invest in R&D by providing 
pump-priming funds to collabo- 
rative schemes. 

It seems unlikely these ele- 
ments will disappear from 
Japan. So even if the average 
cost of capital Is now rimiiar to 
US levels, Japanese companies 
wffl still find it easier to ear- 
mark funds for R&D. As the 
Office of Technology Assess- 
ment of the US Congress con- 
cluded in a report this year; 
“In sum a network of policies, 
practices and relationships 
acts to support heavy invest- 
ment in long-term performance 
in Japanese industry by 
spreading risk." 
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HOW LONG IS LONG TERM? 


The answer is another question: how 
long do you need us for? Because, unlike 
otherbanks , The Long-Term Credit Bank of 
Japan will follow your business through 
from start to finish, untii all your plans are 
successfully realized. 

That’s a policy that has helped us 


become oneof the worid’stop 20wholesale 
banks with over 60 offices around the globe. 

We were originally established in 1952 
to ensure a steady flow of long-term funds 
for industrial growth. 

Now we’ve expanded to operate in 
Long-Term Corporate Financing, Merchant 


Banking Services such as Project Finance, 
Mergers and Acquisitions, Leasing, and 
Investment Advisory Services, as well 
as a full range of additional Banking 
Services. 

Why not get in touch with LTCB and find 
out what lengths we’l I go to for you? 



LTCB 


The Long-Term Credit Bank of Japan, Limited 


Etmchas: London (71) 623-9511. Paris (1) 46-24-01-44 RqpmMnMive Offices: Frankfurt (068) 242510. Milan 2-792603. Madrid 1-564-5186. Bahrain 262900 
Sutetetariw: LTCB Inumatlonsl Limited (71) 623-3765. LTCB (Europe) SA (02) 513-90-20. LTCB (Deutschland) AG (069) 242510. LTCB (Schwetz) AG (01) 202-2710 
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JAPANESE INDUSTRY 4 


In three articles, Guy de Jonquieres investigates the management of innovation by Japanese companies a t home and abroad 


Shot-qun approach I Lon6liri6SS of th6 front-run nor 

m m ^ ^ m m m m mem m U n o n e has been more important 


IT HAS taken a succession of 
painful jolts to rid Japan's 
western competitors of the idea 
that its industries’ inexorable 
rise was due simply to a combi- 
nation of skilful imitation, a 
protected home market and 
low labour costs. 

The west has taken longer 
still to begin to appreciate 
what really gives Japanese 
companies their competitive 
edge. And tbough it is now 
learning some of the lessons, 
even more time will be needed 
to apply them effectively. 

Decisive in Japan's success 
is its distinctive attitude 
towards innovation. For most 
Japanese manufacturers which 
operate in internationally com- 
petitive markets, rapid innova- 
tion is not merely a potent 
commercial tool: it is a central 
and defining element of busi- 
ness strategy. For many Japa- 
nese companies, it is a matter 
of innovate or die. 

Nothing illustrates the point 
more clearly than the role and 
management of research and 
development. In western com- 
panies, much R&D has tradi- 
tionally taken the form of dis- 
crete projects, each with its 
own carefully calculated bud- 
get and objective. Much of the 
work has been done under the 
thumb of powerful central 
R&D departments, which often 
have only irregular contacts 
with product divisions. 

But in Japan, R&D is typi- 
cally anchored right in the cor- 
porate mainstream and con- 
ducted closer to the market, 
with only broad financial con- 
trols. The development of new 
products is normally super- 
vised by the divisions which 
will make and sell them and 
involves all those responsible 
for design, engineering, manu- 
facturing and marketing. 

To a western eye, the system 
may appear inefficient because 
its occupies so many people. It 
works because it encourages 
highly efficient diffusion of 
information. Not only do 
face-to-face communications at 
every stage of product develop- 
ment forge dose links between 
different corporate functions, 
regular rotation of staff 
ensures that all concerned 
understand each others’ jobs. 

In large Japanese companies, 
graduates commonly spend a 
spell on an assembly line 
before being placed, say, in 
marketing, and continue mov- 


ing as their careers develop. 
Half the engineers at Fujitsu's 
central laboratories switch jobs 
every 10 years. 

The process is helped by 
Japan's patent system - devel- 
oped when the rapid dissemi- 
nation of imported western 
technology was a national pri- 
ority - which requires consid- 
erably fuller disclosure than in 
the west. Gove rnment agencies 
such as Mm also contribute 
by collecting on behalf of 
industry voluminous informa- 
tion about technical and mar- 
ket trends worldwide. 

Though a few companies - 
such as Kao, the chemicals and 
consumer products group - 
have a long history of 
long-term basic research, the 
bias in most is still much more 
towards "D" than “R". Some 
larger consumer electronics 
companies have as many as 400 
new product projects under 
way simultaneously, some 
with life-spans of six months. 

Cynics in the west may 
sneer that this only shows that 
technological roots are shal- 
low. However, that ignores an 
important difference in 
approach. While R&D in many 
large western companies has 
been concerned with advanc- 
ing the frontiers of science, in 
Japan the emphasis has been 
on incremental progress, 
exploiting technology to its 
fullest potential at each step. 

The commercial pay-off 
shows up in a variety of ways. 
Japanese companies' ability to 
run numerous projects simul- 
taneously enables them to 
combine different technologies 
effectively. It also helps them 
to identify opportunities to 
diversify by applying proven 
technologies to new types of 
product, sometimes well out- 
side their existing markets. 

Furthermore, the risks are 
smaller. Keeping R&D projects 
modest in scale limits the con- 
sequences of failure. Though 
Japanese companies cost pro- 
jects much less rigorously than 
their western competitors - if 
at all - they are normally 
ruthless about terminating 
those which incur delays. 

But from where do Japanese 
companies get their ideas, and 
what compels them to keep on 
innovating? Industries such as 
power engineering, public tele- 
communications and cable- 
making. which have tradition- 
ally relied heavily on public 


procurement, have - like their 
western counterparts - tradi- 
tionally followed the dictates of 
government customers. 

But in mass markets, inno- 
vation has long been a much 
more hit-and-miss affair, often 
inspired more by trends in 
technology or by the need to 
keep up with competitors than 
by any clear understanding of 
what consumers actually want. 

While western companies 
launch new products using a 
heavy rifle, relying cm in-depth 
market research to identify its 
targets, Japanese companies 
typically fire away blindly with 
a shot-gun. They literally 
shower the market with prod- 
ucts, leaving it to consumers to 
judge the winners and quickly 
ahanrinning fail ures 

Some western experts con- 
tend they can do this because 
theirproduct development 
costs are extremely low. But 
others believe Japanese compa- 
nies* main advantage lies in 
their ability to manufacture 
efficiently in small volumes 
a pd their skill in u tilising com- 
mon technologies across a wide 
range of different products. 

Often, the first products into 
the domestic market are unre- 
fined. But as a recent study* of 
Japanese innovation methods 
points out: “They prefer to 
deliver something Imperfect 
quickly rather than deliver 
perfection too late. After all, a 
new, improved model is follow- 
ing down the track fast” 

The most powerful stimulus 
to this whirlwind innovation is 
the intense competition on the 
home market. Because 
advances in technology are dis- 
seminated so rapidly, success- 
ful new products swiftly invite 
imitators. Indeed, competitors 
sometimes even copy decidedly 
unpromising products just in 
case they turn oat to be best- 
sellers. 

Hence, the logic has become 
self-perpetuating. The faster 
companies innovate, the more 
they stimulate competition, 
prompting them to innovate 
still fester. How much longer 
this model can continue in its 
traditional form - and why 
Japanese companies are under 
pressure to break out of the 
cycle - is the subject of the 
following article. 

* Seikm /ar How Japan brings 
R&D to the market. British 
Chamber of Commerce in 
Japan. 


OF ALL the factors powering 
Japan's economic ascendancy 
during the past three decades, 
none has been more important 
than its success in making 
quality products in large vol- 
umes with exceptional effi- 
ciency. 

Even today, the foil extent of 
Japan's achievement in re-in- 
venting manufac turin g is stQl 
sinking in am ong western com- 
petitors. In sectors from cars to 
semiconductors, the Japanese 
loflri remains wide — and may 
even be growing wider. 

Yet in a growing number of 
industries, Japanese comp an ies 
are compelled to confront a dif- 
ficult question: will manufac- 
turing excellence alone be 
enough to ensure continued 
expansion and competitiveness 
into the next century? 

Several converging develop- 
ments, within and outside 
Japan, have conspired to high- 
light thtft issue. They IwHnriw 

■ Japanese Industry’s own 
success in turning previously 
expensive products, such as 
consumer electronics, into 
mass-market commodity items; 

■ The impact of a much stron- 
ger yen; 

■ Japan’s emergence as the 
undisputed 1 mrior in technolo- 
gies such as microelectronics 
and new wnateriala ; 

■ A steady shift In value-added 
away from basic hardware and 
Into non-manufacturing activi- 
ties such as software, systems 
design and service. 

Japanese companies have 
responded by upgrading tech- 
nological capacity and direct- 
ing resources into more sophis- 


FIRST, Japanese industries 
sent products overseas. Then 
they started exporting the fac- 
tories which made them. Now, 
companies face having to 
transfer abroad an increasingly 
wide range of engineering and 
management functions and 
rely on local employees to per- 
form them. This process, 
dubbed “global localisation* by 
Mr Akdo Morita, chairman of 
Sony, marks a decisive phase 
In tiie trans-national develop- 
ment of Japanese companies. 

If they carry it through effec- 
tively, they will extend their 
competitive reach and move 
closer to becoming ‘'insiders" 
in foreign markets. But to do 
so, they will need to re-think 
basic business precepts which 
have contributed much to their 
international success. 

At least five sets of pressures 
are combining to encourage 
Japanese companies to move 
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treated, premium activities. 
But the faster they do so, the 
more problems they encounter. 

Corporate research spending 
has risen sharply during the 
past decade, partly because it 
is perceived as vital to staying 
competitive, and partly 
because Japanese companies 
are the pacesetters in a grow- 
ing number of technologies. 

Japan's annual investment 
in basic research has doubled 
in the past decade, to 
Y12,000bn last year. Most of 
the increase has been 
accounted for by companies 
which have set up laboratories 
and were responsible for 42.6 
per cent of last year's total 
spending. The shares of univer- 
sities (43.3 per cent) and gov- 
ernment (9.1 per cent) have 
been in steady decline. 

However, the further Japan 
seeks to advance technological 
frontiers, the greater the risks 
and uncertainties. Gone are 
the days when industries could 
tread a well-charted path 
already pioneered In the west. 
They are now out in front and 
on their own. 

Simultaneously, the move 
up-market is revealing its own 
challenges- The more sophisti- 
cated products become, the 
more difficult - and the more 
important - it becomes to 
identify precisely the market 
for them. Here, too, Japanese 
Industry’s own past practices 
and western experience offer a 


decreasingly reliable guide. 
Japanese executives like to 
describe the challenge as 
matching “seed" (technology) 
with “need" (demand). 

Rising development costs 
increase the risks of gambling 
on product innovations. But 
the more affluent consumers at 
whom the innovations are 

increasingly aimed tend to be 
more discriminating, individu- 
alistic and fickle than mass 
markets for the standard prod- 
ucts which were long the main- 
stay of manufacturing output. 

Some companies still believe 
there are more mass markets 
to be discovered. Matsushita 
Electric, the country's biggest 
electronics manufacturer. 
thinks they will take the form 
of large-scale computerisation 
in the home, led by the advent 
of high-definition television 
(HDTV). 

However, even Matsnshita, 
respected for its marketing and 
distribution power, is having 
to work harder to woo custom- 
ers. Like many other compa- 
nies, it has set up “antenna 
shops” and “lifestyle centres” 
in city centres to give it more 
insight into consumer trends. 

The challenge is not simply 
to meet trricfing demands , but 
to create new ones. “Compa- 
nies are thinking about how to 
stir the sub-conscious demands 
of customers. They need more 
two-way communications 
between producer and con- 


s umer,” says Professor Ta<fao 
Kyonari of Hosei University 
business schooL 

Mr Kevin Jones, of tbe 

Tokyo office of management 
congul foofe McKinsey, says in 
markets such as personal com- 
puters, Japanese companies 
are no longer simply trying to 
make products better and 
cheaper.' They are seeking 
increasingly to compete on 
"function" - what the 
machines actually do, rather 
than how they do it. 

In the longer-term, this pro- 
cess seems likely to lead to 
increased product differentia- 
tion, as manufacturers target 
individual niches. The success- 
ful ones will be rewarded by 
more secure competitive 
advantage. However, the 
harder they pursue that goal, 
the less surely can they count 
on the advantages or their 
home market in powering 
international expansion. 

Until now, most Japanese 
industry’s global product strat- 
egies have been driven largely 
by the domestic market: the 
products which have done well 
internationally were winners 
at home. But many companies 
are already Wnding the formula 
no longer works as well. 


Honda, which initially 
planned a single “world” model 
of its Accord had to develop 
separate ranges for different 
demands in Japan and the US. 
NEC’s personal computers. 


leaders at home, have done far 
less well overseas because they 
do not comply with the inter- 
nationally dominant . IBM stan- 
dard. 

In spite of its strengths in 
microchip, computing and tele- 
communications technologies. 
NEC failed to break into the 
US telephone switching mar- 
ket The biggest obstacle has 
been meeting the Bell tele- 
phone companies' require- 
ments for the sophisticated 
software needed to operate « 
their networks. < 

It is not that NEC lacks soft, 
ware design skills. Like many 
Japanese companies, it is 
highly proficient at writing 
technically complex programs. 
The problem is that Japanese 
software is tailored for Japa- 
nese needs, which are often 
radically different from those 
in the west 

The challenge can only be 
overcome through a much 
more complete and detailed 
understanding of western busi- 
ness practices and demands. At 
present, this gap shows up 
most clearly in electronics 
products, where value added is 
shifting rapidly from hardware 
to software and services. 

But it will progressively 
affect companies in a wide f 
range of other Industries. 
Many of them are already 
talking of the “culture barrier” 
as the next big hurdle to inter 
national expansion. 


Global ‘localisation’ policy 


their overseas presence 
upstream beyond marketing 
and production and into 
design, product development 
and research: 

■ Tbe need to understand bet- 
ter t he demands of foreign cus- 
tomers and offer them 
improved service and support, 

■ Skills shortages and high 
wage costs at home; 

■ A growing need for western 
software, whether in the form 
of entertainment material such 
as films and television pro- 
grammes, or of advanced com- 
puter programming; 

■ The desire to tap into inter- 
national scientific networks 
and policy-making; 

■ Pressure from foreign host 
governments to upgrade the 
quality of Japanese investment 
by doing more development 
work locally. 

The most eye-catching conse- 
quence has been Japanese 
takeovers of western compa- 
nies. To acquire the new pro- 
gramme material essential to 
the success of high-definition 
television and to broaden its 
business base, Sony last year 
purchased Columbia Pictures 
of the US for $2bn. 

Similar motives have led to 
talks between Sony's 
arch-rival, Matsnshita Electric, 

, and MCA of the US. Mean- 
while, Fujitsu recently 
I acquired ICL, Britain's hugest 
computer maker, which pos- 
sesses a solid base inside the 
European Community and con- 
siderable experience in tailor- 
ing information systems to cus- 
tomer requirements. 

However, outright takeovers 
also have drawbacks - they 
tend to arouse political contro- 
versy. Furthermore, the num- 
ber of attractive targets in the 
US and Europe is limited. 

Hence, many Japanese com- 
panies prefer alliances and 
joint ventures. By far the most 
ambitious move has been the 
discussions initiated earlier 
this year by Daimler-Benz on 
possible link-ups in vehicles, 
aerospace and electronics with 
Mitsubishi. 

Many such alliances involve 
an exchange of technology and 
production know-how for west- 
ern marketing assistance. 
Instances of the reverse - 
such as Texas Instruments' 
joint microchip venture with 
Kobe Steel - are much rarer. 

Another option is to estab- 
lish wholly-owned research, 1 
development and design cen- i 
tres overseas. Companies, | 
including Honda and Toyota in i 
can, Matsushita, NEC, Sony 
and Sharp in electronics and 
Kao in detergents, have all set 
up facilities in the US and 
Europe and are staffing them 
mainly with employees 
recruited locally. 

The main role of these over- 
seas facilities has been to 
adapt existing products to local 
requirements and to feed back 
technical and market informa- 
tion to headquarters. None yet 
possesses the resources or 
authority to develop products 
on its own. 

That however, is the direc- 
tion in which events are mov- 
ing. “Design work Is shifting 
from Japan to the markets 
where products are sold,” says 
Mr Ichiro Fujimoto, head of 
R&D at Sharp. “Until now, our 
approach has been to do basic 
design in Japan and modify it 
abroad. In future, more devel- 
opment will be done in Europe 
and the US.” 

“It is no longer possible to 
sit here in Tokyo and under- 
stand what foreign customers 
want,” says Mr Toshiro Kuni- 
hiro, a senior executive 
vicapresidflnt of NEC. As well 
as setting up a research centre 
in New Jersey, the company is 
replacing Japanese managers 
and engineers in the US with 



Morita: Sony chairman 

American nationals. 

Honda and Sony, which have 
led the internationalisation of 
Japan’s car and electronics 
industries, bave even more 
ambitious plans. They aim to 
turn their US and European 
operations into seini-autono- 
mous businesses, with all the 
resources needed to develop 
and manufacture products. 

However, the companies 
admit this remains a long-term 
goaL Honda says it needed 10 


years to transfer its technology 
and production methods to Its 
plant in Marysville. Ohio, and 
its plan to create an indepen- 
dent US development centre 
will take even longer. 

Honda and Sony are atypical 
Japanese companies, which 
have always located to interna- 
tional markets for most of 
their sales growth. For other, 
more traditionally-minded 
groups, trans-national restruc- 
turing and organisation will 
require an even more funda- 
mental transformation. 

At the very least, decentrali- 
sing development will mean a 
short-term loss of efficiency, 
since it will be impossible to 
maintain thp close communica- 
tions which bind corporate 
functions closely together in 
Japanese companies. Powerful 
interests in the parent com- 
pany will also have to be per- 
suaded to share authority with 
colleagues overseas. 

That will be made even more 
difficult by the cultural divide 
which separates Japanese from 
other nationalities. As a recent 


study of the world motor 
industry* observed : “The Jap- 
anese will need to address 
issues of ethnic background 
and gender in providing citi- 
zenship for foreign employees, 
issues that they have not con- 
fronted in Japan . . . and where 
Japanese practice is far behind 
western norms.” 

Some experts say Japanese 
companies will need to evolve 
a multi-cultural model of 
organisation, well in advance 
of what most US multination- 
als have yet achieved. Opti- 
mists base their case on the 
argument that Japanese indus- 
try has repeatedly demon- 
strated a formidable capacity 
for turning obstacles into 
opportunities. 

But whatever direction 
developments take, Japanese 
industry’s global ambitions can 
no longer be satisfied by con- 
tinuing simply to throw prod- 
ucts on to their home market 
and waiting for consumers to 
choose the winners. 

* The Machine That Changed 
The World; Rawsan Associates. 
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THE image the world has of 
Japanese research and develop- 
ment policy and practices was 
formed in the mid-1980s when 
it became widely known that a 
few Japanese companies had 
overtaken US competitors in 
semiconductor memory tech- 
nology and production. 

Those looking for an expla- 
nation of this shocking devel- 
opment quickly focused on a 
project sponsored by the Minis- 
try of Inter nation al Trade and 
Industry (MITI) in the late 
1970s that was aimed at bring- 
ing Japanese chip-manufactur- 
ing technology up to interna- 
tional standards. 

The so-called VLSI (very 
large scale integration) project 
got its start when Mm derided 
- rightly, as it turned out - 
that microchips were the vital 
raw material of industries of 
the future. The Japanese used 
to say that steel was the rice of 
industry; now- steel was to be 

The VLSI project has 
caused a great deal 
of resentment abroad 

rep laced by ch ips. 

MITI selected five leading 
electrical companies, Toshiba, 
NEC, Fujitsu, Mitsubishi Elec- 
tric and Hitachi, and invited 
then to participate in a big 
joint government-private-sector 
effort to develop chip-manufac- 
turing technology. In re turn 
for their co-operation, MITI 
promised to put hundreds of 
researchers from its own 
Agency of Industrial Science 
and Technology (AIST) on the 
project and provide generous 
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Ian Rodger explores co-operation and competition in R&D 

Five chip-mates become competitors 


financing roughly equivalent 
to $30 Ghl 

Tbe VLSI project has caused 
a great deal of resentment 
abroad basically because of the 
emphasis analysts have put on 
the collaborative elements in 
it The notion of five big com- 
panies going along with a gov- 
ernment-led proposal for tech- 
nology development was alien 
to western practice. The idea of 
all their researchers working 
together and sharing the 
results of their findings was 
probably even illegal in the US. 

Thus, the view spread that 
what the Japanese had done 
was unfair. They had conspired 
on what was not so much an 
effort to advance technology as 
to develop a world-beating 
industry. Mm had used its 
peculiarly strong “ guidance" 
powers to force companies into 
line. In return, it was 
suggested, the companies par- 
ticipating in the project knew 
that once they reached the 
commercial leve l they could 
count on Mm to overlook 
their use of unfair and fiiog-ai 
trading practices, such as 
dumping, to gain advantage 

Thoseliements^if the VLSI 
project - and man y others 
sponsored by Mm over the 
years - are undoubtedly 
important ones, but they do 
not tell the whole story. For 


JOINT RESEARCH 

Competition 

versus 

collaboration 


IN JAPAN, protruding nails 
are quickly hammered down, 
says the head of research at 
one of the country's large elec- 
tronics companies. The Japa- 
nese dislike of non-canformists, 
he says, tends to Hamper cre- 
ativity and innovation. 

Some managers think a 
chang e in the Japanese educa- 
tion system is needed to 
encourage young people to 
think for themselves. Many 
Japanese companies are also 
trying to find their new ideas 
in the freer-thinking West 

Japanese electronics compa- 
nies say they would like to 
become involved in publicly- 
funded European research pro- 

Soma think a change 
In the education 
system Is needed 

Jects. The difficulty is that 
western companies are deter- 
mined to keep them out The 
Joint European Submicron Sili- 
con (Jessi) initiative, Europe's 
largest chip research pro- 
gramme, does not have any 
Japanese members. It has bad 
talks about collaboration with 
Sematech, its American coun- 
terpart, but neither group 
hides the fact that Japan is its 
principal enemy. 

Mr Tomlhiro Matsumura, 
executive vice-president of 
NEC, believes his company has 
every right to participate in 
JessL NEC makieg semiconduc- 
tors in Scotland and Mr Matsu- 
mura argues that this makes 
the company a European 
insider. 

Mr Raimondo Paletto, Jessl’s 
president, said earlier this year 
that Japanese and US-owned 
companies which showed suffi- 
cient commitment to Europe 
might be allowed to participate 
in the project But few Euro- 
pean riitp executives would be 
prepared to see the Japaneseta 
Jessi - and few company offi- 
cials in Japan think they will 
be pe r mi t ted to take par t. ^ 

One 'company which firmly 
believes it should be all owed to 
participate in Jessi is Fujitsu, 


name but through its newly-ac- 
quired subsidiary ICL, the larg- 
est com pu t e r man u fa cturer m 


Japanese government offi- 
cials contend that European 
companies which want to par- 
ticipate in research pro- 
grammes in Japan will find 
they are p oshing at an open 
door. • 

An official at the Ministr y of 
Intern ational Trade and indus- 
try (Miti) contends that while 
foreign companies were once 
excluded from Japanese pro- 
jects, this is no longer the case, 
“ft is correct that In Japan our 
national projects were closed. 
But, today we have- interna-: 
tional projects in which Euro- 
pean companies participate," 
he says. He prints to a super- 
sonic jet engine project and a 
water treatment research pro- 
gramme which are open to 
non-Japanese companies. “But 
I don't know of a case where a 
Japanese company is partici- 
pating in a European project,” 
he says. 

Fujitsu is not the only Japa- 
nese group which has pur- 
chased a stake in a European 
company with the aim, at least 
in part, of gaining access to 
high quality research. Mat- 
sushita, Japan's largest con- 
sumer electronics company, 
rwadw its first foreign acquisi- 
tion earliw this year with the 
purchase of a minority stake in 
Loewe Opta, one of Germany's 
largest consumer electronics 
companies. Matsushita said 
that it hoped to work with 
Loewe Opta in areas like high 
definition television. 

. Some Japanese companies 
have struck up alliances with, 
western companies short of 
acquisition. Earlier this year, 
NEC and AT&T of the US 
announced an agreement to 
swap semiconductor technol- 
ogy- The companies agreed, 
among other t hing s, to 
exchange computer-aided 
design tools for use In the 
design of application-specific 
integrated circuits (Asics). 

Sharp is to set up a 
centre in the UK to do 
basic research 


H a u er reqmremnms. 

A further strategy used to 
tap western expertise is to set 
4-Vmhi- man reanflrrii lahorato- 


teiecommumcaaona 

turer. Many of the benefits of 
Repurchase would disappear 
if ICL did not have acasw to 

be lost" he says. 

E^Speon«ccutt^a^e 

that there is one insuperable 
barrier to Japanese companies 
participating to.lSJSE 
funded projects in Europe. 

nitted to retain 

ship of European pif™ 

Fujitsu Will 

European access to Japanese 
projects. 


electronics. 

Resear ch abroad is still 
insignificant, however, com- 
paredto the scale of the Japa- 
nese electronics companies 
efforts at home, ffitachi has ret 
no research centres in the UiL 
g&SfSd the TO. The UK 
laboratory, in Cambridge, 
employs five researetos, the 
Trish centre, in Dublin, 
employs 12, and the US fadfity, 
SiSan Franasco, empl oys la 
I* contrast, Hitachi’s Central 
Research Laboratory, m a sub- 
urb of Tokyo, employs l.ooo 
researchers. Its mne Japanese 
laboratories employ nearly 
4,000 scientists. 

Michael Skaplnker 
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one thing, while they were 
common when Japanese busi- 
ness and government leaders 
stffl saw themselves as trying 
to catch up with the west in 
terms of industrial competi- 
tiveness. they are much less so 
in an era when, in many areas, 
they are at the state of the art 
Today, many companies are 
sufficiently confident to no lon- 
ger require gover n ment leader- 
ship. “If you can do something 
yours elf, it is better not to do it 
with government; there are too 


many restrictions on govern- 
ment projects,” Mr Hajime 
Mitarai. senior managing direc- 
tor of Canon, says. 

Also, the government is sen- 
sitive to trade-related problems 
and now tends to avoid pro- 
jects that would have an 
impact on industrial competi- 
tiveness. Ten or 15 years ago, 
UITI invested fairly Mg money 
in national schemes. Now 
there is much less, and each 

WHnpawy hnc to amphawa* its 
own RAD," Mr MaiftnTcn Ogi, 


president of Fujitsu Laborato- 
ries, says. 

Those projects which the 
government does sponsor these 
days tend to be open to inter- 
national participation. In the 
next few weds. MIIT is expec- 
ted to announce a Y25bn, 10- 
year programme to develop 
micro robotics technology, ana 
researchers fr o m all over the 
world will be invited to partici- 
pate. The door is open," Mr 
Ken zo In agaki. deputy director 
of MlTI’s industrial machinery 
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division, says. The other prob- 
lem with the conspiratorial 
view of Japanese R&D is that it 
overlooks the very large role 
played by competition. Indeed, 
on examination, Japanese R&D 
practice ends up looking 
remarkably similar to western 
practice. 

According to a survey con- 
ducted by the Japan Techno- 
Economics Society of R&D 
managers in 1988, competition 
is by far the most important 
factor contributing to the 


improvement of their R&D. 
Some 70 per cent cited this as a 
factor, whereas support from 
government was cited by only 
5 per cent as a positive factor. 

On the contrary, 15 per cent 
cited the insufficient level of 
government support as a nega- 
tive factor. According to MIT!, 
only 3 per cent of industrial 
R&D in Japan is funded by 
government, compared with 35 
per cent in the US and over 20 
per cent in the UK. 

Mr Hideki Okamoto, director 
of AlSTs technology research 
and information division, says 
he finds companies are willing 
to collaborate only on the tech- 
nology of factors that are not 
crucial to the competitiveness 
of the ultimate product. 

In the VLSI project, for 
example, everyone co-operated 
on developing certain produc- 
tion equipment, such as clean 
room systems and steppers, 
but MITI thought it wise to 
split the researchers into two 
groups, pitting Toshiba and 
NEC researchers against those 
of Hitachi, Fujitsu and Mitsubi- 
shi, to develop actual chips. 
The result was faster develop- 
ment than might otherwise 
have been achieved, MITI offi- 
cials believe. 

The other main motivation 
for participating In govern- 
ment programmes is a competi- 
tive one. It is a way of keeping 


an eye on competitors. Mr Ken- 
jiro Kimura, managing director 
of technology and planning a! 
Kyocera, the fine ceramics 
group, says the company val- 
ues being involved in MITi 
R&D programmes because it 
stimulates Its researchers to 
keep in the forefront of their 
technology - in Kyocera's 
case, solar cells. 

“You have to have a high 
level of technology to get into 
these programmes. Then, rub- 
bing shoulders with the best 
helps get your own level up. It 
is more important than the 
money available.” Mr Kimura 
says. 

Peer pressure is also impor- 
tant. “Sharing of information 
on R&D is a bit delicate, but 
there is an Informal informa- 
tion network. They all come 
out of the same universities." 
says Mr Masahlro Kawasaki, 
director-general of the Institute 
for Science and Technology 

Participation is a way 

of keeping an eye on 
competitors 

Policy in the government's Sci- 
ence and Technology Agency. 

That peer pressure is one 
reason why, as Mr Michael 
Porter, the US management 
scientist, has observed, the 
critical competitors are the 
local ones. As AISTs Mr Oka- 
moto puts it, “If an R&D man- 
ager asks for a budget on the 
grounds that Dupont is work- 
ing in the area, he will be 
refused. If he says another Jap- 
anese company Is doing it, he 
will get the budget” 




Hitachi VT-LC50EM laptop AV is a creative fusion 
of advanced technologies. sumidni tv ptdutr. 


Remember when the audiovisual 
system was a fixture at your home or office? 
Now it’s a world traveller. 


Hitachi liberates AV technology in a 
revolutionary new form: as a compact, 
portable laptop. Combining a built-in ■ I 

EAL/SECAM* TV tuner, a 5-inch colour LCD 

screen, and a full-sized multi-system VCR that plays VHS cassettes of 
any format. With special magnetic shieldi n g for dear reception. Without 
excess weight or wires to tie you down. 

Get a handle on your laptop AV and you can really go places 


Hitachi airs 
a new form of 
freedom. 


A V%JL<R kJ together, lb the ends of the earth, if you wish. 

rf That’s the kind of free thinking 

you can expect from Hitachi. Where a 
creative research team combines expertise 
in a wide range of fields, from electronics 
and audiovisual systems, to new materials 
and information processing. Designing origi- 
nal new products for practical consumer needs. 

Hitachi. make technology in the human interest. To give you 
greater freedom of expression. 

•To record TV p ro gr am in NTSC areas [Japan. USA. Republic of Korea, etc. ). Jus connect the unu to an NTSC inner. 
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On the next five 
pages, FT 
writers look at 
the technology 
behind various 
sectors of 
industry in Japan 
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SEMICONDUCTORS 


West’s nightmare scenario 


HISASH1 Horikoshi. head of 
Hitatchi’s central research lab- 
oratory, finds it bard to think 
of an area in which Japanese 
semiconductor companies' 
technology is ahead of their 
western counterparts. 

Hitachi was the first com- 
pany to announce it had devel- 
oped a prototype for the 64- 
megabit dynamic random 
access memory tU-Ram). The 
announcement, made at a con- 
ference in Geneva last June, 
was greeted with some scepti- 
cism. 

Mr Horikoshi readily admits 
that Hitachi's advantage over 
competitors such as IBM of the 
US and Siemens of Germany 
all depends on what one means 
by a prototype. 

In other respects, he con- 
cedes, western companies have 
the technological edge. And yet 
the past decade has seen west- 
ern companies steadily losing 
semiconductor market share to 
the Ukcs of Hitachi. Through 
their domination of the inter- 
national D-Ram market, Japa- 
nese chip makers have grabbed 
the top three places in the 
world top 10. Of the 10 leading 


semiconductors worldwide last 
year, six were Japanese. 

American companies have 
continued to dominate the 
manufacture of microproces- 
sors. which are computers' cen- 
tral control mechanisms. 

The nightmare for large 
western manufacturers of the 
US is that the Japanese compa- 
nies might begin to move in on 
the microprocessor market in 
the same way as they did on 
the D-Ram sector. 

Among Japanese chip mak- 
ers and government officials 
there is general agreement that 
companies need to build on 
their success in D-Rams and 
begin to extend their activities 
into areas like microproces- 
sors. 

Semiconductor makers and 
analysts in Japan ask them- 
selves two questions about 
such a strategy. Can we do it? 
And if so, should we? Japanese 
success in the D-Ram market 
has led US and European com- 
panies to complain of unfair 
trade practices and has 
resulted in anti-dumping 
action on both sides of the 
Atlantic. Some fear similar 


complaints if the Japanese 
extend their success to micro- 
processors. 

Mr To mi hi ro Matsumura, 
executive vice-president of 
NEC. the world’s largest semi- 
conductor company, points out 
that dominance of the D-Ram 
market has Its discomforting 
side. D-Rams are commodity 

Japanese chip makers 
have grabbed the top 
three places in the 
world top 10 

chips and Korean and western 
companies could pose a threat. 
D-Ram prices are also volatile. 
“Memories are not stable. It's 
not easy to make a steady 
profit,” he says. 

An official at the Ministry of 
International Trade and Indus- 
try (Miti) says that a move 
from commodity to more com- 
plex chips would be a natural 
one for Japanese companies to 
make. “The world market is 
moving in a more customer-ori- 
entated direction,” the official 
says. 


Most Japanese semiconduc- 
tor companies say, however, 
that catching up with western 
counterparts will not be easy. 

Executives like Mr Masaka 
Ogi. president of Fujitsu’s 
research organisation, says: 
"In Japan, there are, of course, 
some attempts to create new 
microprocessor activities. But 
it’s an area in which the US is 
very much more advanced 
than Japan.” 

Mr Tamotsu Harada, spokes- 
man for the Electronic Indus- 
tries Association of Japan, says 
that one of the reasons why 
Japanese companies have bad 
less success In developing 
more highly specified chips is 
that they do not have a strong 
defence Industry as a cus- 
tomer. 

Mr Horikoshi of Hitachi pro- 
vides a second explanation: 
Japanese computer users are 
less advanced than their Euro- 
pean and US counterparts and 
place less exacting demands on 
chip makers. "We tend to be 
late in introducing new types 
of computer applications here,” 
be says. “It will take us 10 to 20 
years to catch up with users in 


the US and Europe. Japanese 
people have more television 
sets, but they have fewer work 
stations. It makes it very diffi- 
cult for us to come first when 
it comes to designing computer 
applications.” The Japanese 
are Ear more adventurous in 
their acceptance of new con- 
sumer electronic devices, but 
these require less sophisticated 
chips than computer systems, 
he says. 

Some Japanese companies 
have, however, already man- 
aged to extend their activities 
into the field of microproces- 
sors. NEC derives only 30 per 
cent of its semiconductor sales 
from memories. Microproces- 
sors account for 25 per cent, 
application specific integrated 
circuits (Asics), or customised 
chips, for 15 per cent and other 
semiconductors for the remain- 
der. 

Mr Matsumura says that the 
key to improving a company’s 
capability in more highly speci- 
fied chips is the ability to 
recruit semiconductor design- 
ers. NEC has taken on 200 new 
designers annually in each of 
the past five years. The group 


now employs 2,500 chip design 
era. 

Finding these designers is 
not easy, Mr Matsumura con 
cedes. By opening research 
centres in provincial Japanese 
cities, NEC has been able to 
recruit design engineers in 
parts of the country where 
labour shortages are less acute. 
Mr Matsumura adds that NEC 
has built up its microprocessor 

and Asic activities largely by 
supplying other parts of the 
group. About 65 per cent of the 
Asics manufactured by the 
company are produced for cus- 
tomers in other NEC subsid 
iaries- 

Mr Roger Math us, executive 
director of the Japanese office 
of the Semiconductor Industry 
Association of the US, has little 
doubt that Japanese manufac- 
turers could extend their 
microprocessor expertise if 
they wanted to. ‘The capabil- 
ity is there. They have very 
fine engineers.” he says. 

Mr Kaz Hayashi of the Japa- 
nese office of Dataquest, the 
high-technology consultancy, 
says, however, that Japanese 
companies should be wary of 
provoking fresh trade disputes 
by moving too aggressively 
into new chip markets. Miti, 
too, recognises that a move 
into microprocessors is a 
potential future point of trade 
Motion. 

Michael Skaplnker 



COMPUTERS 


Strategic equity alliances 


Alan Harpar 

Takuma Yamamoto, of Fujitsu, with Arthur Walsh, of STC 


JAPAN'S computer industry, 
its confidence underpinned by 
a buoyant home market, is 
looking overseas with increas- 
ing self-assurance. It will, how- 
ever, find the battle for 
supremacy in the world infor- 
mation technology (IT) market 
very different from semicon- 
ductor memory or consumer 
electronics. 

Fujitsu’s purchase of a 
majority stake hi ICL, a subsid- 
iary of STC of the UK shows 
clearly how Japanese hardware 
manufacturers are seeking to 
increase their influence abroad 
while gaining access to s kills 
in short supply at home. 

The deal, completed at the 
end of last month, also pro- 
vides evidence of Japanese sen- 
sitivity to broader political 
concerns: in five years, Fujitsu 
will seek a listing for ICL on 
the London stock market The 
aim is to underline ICL's credi- 


bility as a European company 
with the right to a full rote in 
European research and devel- 
opment projects. 

Fujitsu’s link with ICL is an 
example of the way Japan’s 
leading computer manufactur- 
ers are forging equity alliances 
with Western computing com- 
panies in addition to market- 
ing and technology agree- 
ments. At one end of the 
spectrum, for example, Fujitsu 
has a majority stake in 
Amdahl, the leading US manu- 
facturer of mainframes com- 
patible with those of Interna- 
tional Business Machines. 

At the other, it has a signifi- 
cant stake in Poquet Com- 
puter, a new company market- 
ing a pocket-sized computer 
with the power of a desk-top 
machine. Much of the design 
technology In the Poquet 
device owes its place to 
Fujitsu’s involvement. 


A word about our newest 
levitated train technologies. 


Shhh. 



Magnetic levitated trains are the transportation 
of tomorrow. 

They can travel at speeds of over 500 km/h - 
or twice as fast as conventional trains. 

And, because they skim over the rails, they 
generate no friction. So the ride itself is smoother, 
more comfortable, and quieter than al- 
most any other vehicle around. 

At Toshiba, we’re proud to have 
pioneered the superconductive magnets 
that are the key technology in these ex- 
traordinary trains. 

Today, as a leading electronics and 



energy company, Toshiba is active also in everything 
from semiconductors to computers to power plants. 

Most of these technologies wfll revolutionize 
our lives, giving shape to our most ambitious 
dreams about work, leisure and travel. But, in the 
process, some will also keep the better things in life 
just the way they are. 

Including maglev trains that could 
one day run so quietly, that not a crea- 
ture will stir as they pass. Not even 
a bird. 

That alone would be a dream 
come true. 


In Touch with Tomorrow 

TOSHIBA 


NEC has a 15 per cent share 
in Bull HN, the overseas 
operations company of Groupe 
Bull of France. Hitachi owns 80 
per cent of Hitachi Data 
Systems, its principal overseas 
computer operation; the rest Is 
held by Electronic Data 
Systems (EDS), a wholly-owned 
subsidiary of General Motors. 
Hitachi also markets its large 
computers in Europe through 
Comp are x, a joint venture 
between Siemens and BASF. 

Rumours that NEC would 
like to increase its stake in 
Bull and that Hitachi would be 
interested in taking a share of 
Olivetti, to whom it supplies 
large computers for sale in 
Italy, surface regularly and are 
just as regularly denied by all 
the parties concerned. 

If the Japanese are to con- 
tinue to make a mark on the 
world IT business they will 
have to do so with networks 
similar to those which charac- 
terise their operations Inside 
Japan. The computer industry 
is changing rapidly, moving 
from an emphasis on propri- 
etary hardware and custom 
built software to open or indus- 
try standard systems and pack- 
aged software. 

Japan, while a world force in 
the supply of computing hardi- 
ware from supercomputers to 
laptops, is not yet tuned to 
compete in this testing envi- 
ronment It may be some com- 
fort to Japanese makers that 
few Western companies are in 
better shape. Data General and 
Wang of the US and Groupe 
Bull and Nixdorf of Germany 
were caught out by the speed 
of change and have suffered 
accordingly. 

IBM, the Japanese manufac- 
turers’ traditional enemy, is 
establishing the new model - 
a network of partners held 
together through a mixture of 
equity involvement, technol- 
ogy agreements and joint mar- 
keting plans. 

Japan's principal achieve- 
ment in computers has been to 
build in 30 years or so an 
industry capable of challenging 
IBM at home and abroad. No 
other country can make such a 
claim. The Ministry of Interna- 
tional Trade and Industry 
(Miti) achieved this by encour- 
aging a complex balance of col- 
laboration and competition. 

Now the Japanese market 
for IT equipment is second 


only to that of the US. Figures 
from the International Data 
Corporation suggest that in 
1988, it amounted to $50bn or 
18.4 per cent of the world total, 
compared to $102bn (37.6 per 
cent) for the US. 

By 1994, IDC says, the US 
share of the world market will 
have fallen to 34.6 per cent 
($!63.5bn) while Japan's, at 
$i00bn, anil have risen to 21.1. 

There is a distinct difference 
In the structure of the two 
markets however. IDC notes 
that Japan spends 15 per cent 
of its IT expenditures on large- 
scale systems, compared to 
only nine per cent for the US; 
on the other hand the US 
expends 23 .5 per cent of its IT 
dollars on personal computers 
and workstations, compared 
with 15 per cent in Japan. 

Japan has only recently 
begun to move towards per- 
sonal computer based FT 
systems. There are three prin 
cipal reasons. Japanese busi- 
ness methods are not well 
suited culturally to electronic 
means of communication; Jap- 
anese character sets have only 
recently become available for 
personal computers; and West- 
ern-style computers have been 
unwieldy in small, cluttered 
Japanese offices. The advent of 
"clam-shell” computers which 
can be folded away in a drawer 
is overcoming this problem. 

It Is also likely to trigger a 
new revolution in western per- 
sonal computing based on 
small powerful and highly por- 
table machines. 

Now according to IDCs fig- 
ures, the market for large 
machines in Japan will grow 
by 10.3 per cent between 19® 
and 1994, while the market for 
personal computers and work- 
stations will grow by UL2 per 
cent 

Japan's leading manufactur- 
ers have schizophrenic tenden- 
cies, however, holding on to 
captive markets at home by 
marketing proprietary designs 
while selling industry standard 
systems abroad. They have 
great interest in, but little 
experience of, "open" stan- 
dards such as Unix. Shares in 
ICL and Bull do more than 
open new marketing channels; 
they are the gateway to the 
skills needed to compete In the 
"open" world. 

Alan Cane 


SOFTWARE 


Discipline is 
the cure for 
Achilles’ heel 


COMPUTER software has been 
Japan's Achilles’ heel in infor- 
mation technology. It will not 
be for much longer. Forget 
xenophobic claims that the 
Japanese are culturally incapa- 
ble of writing high quality soft- 
ware. It is neither true, nor 
will it prove any impediment 
to Japanese plans to become 
world players in software and 
services. 

Late last month, for exam- 
ple. the troubled Control Data 
Corporation of the US sold its 
Mlcrognosls trading room sub- 
sidiary to CSK, Japan’s largest 
independent computing ser- 
vices company. CSK president, 
Mr'lsao Okawa, setthe tone for 
Japanese ambitious in the sec- 
tor when be observed: “Global- 
isation is essential if CSK is to 
achieve Us goal of generating 
$I0bn in revenues by the year 
2001. CSK intends to expand 
internationally in fields such 
as financial services, manufac- 
turing. facilities management, 
networking and database man- 
agement By acquiring Microg- 
nosis, we are establishing an 
excellent foundation to do busi- 
ness beyond Japan." 

Japan's software competitors 
should also be looking, fear- 
fully, at the way it managed its 
breakthroughs into world mar- 
kets in semiconductors and 
automobiles through manufac- 
turing quality and attention to 
detail - qualities often sadly 
lacking in western software 
development. The chronic 
shortage of quality program- 
mers in the west has meant 
that it has been too easy for 
too long to get away with low 
quality software. Horror sto- 
ries of software delivered late 
and over budget are legion. 
Japanese competition may 
change all tha t 

Writing software, for all Its 
superficial glamour and mysti- 
cism, is essentially a manufac- 
turing process which lends 
itself to engineering discipline. 
In the west, however, disci- 
pline is frequently lacking or 
absent There are a host of well 
established ‘methodologies’ or 
prescriptions for developing 
software efficiently. Many 
western software houses use 


Horror stories of 
software delivered 
late and over budget 
are legion. Japanese 
competition may 
change all that 


them; some use all of them, 
simultaneously. The result is a 
kind of methodological BabeL 
By comparison, the better 
Japanese bouses subscribe to a 
single methodology used by all 
their software programmers 
and analysts. It may not be the 
most advanced technique but a 
single, company-wide disci- 
pline offers possibilities of 
quality control that are often 
missing in the west. Software 
markets, however, are different 
from hardware markets in sev- 
eral respects and it is these 
differences that Japanese com- 
panies will have to come to 
terms with if they are to com- 
pete globally in software. Tosh- 
iba may be the market leader 
in laptop computers, but which 
Japanese company could chal- 
lenge US software leaders like 
Microsoft, Lotus or Oracle? 

There are essentially three 
kinds of software. First, operat- 
ing software which controls 
the internal workings of the 
computer itself. Operating soft- 
ware is generally written by 
hardware manufacturers who 
understand best how to tune 


their machines for optimum 
performance. It is not an area 
where manufacturers compete 
except where there machines 
are functionally similar, 
- Fujitsu, which builds IBM-coni- 
patible mainframes, has devel- 
oped its own operating system 
and, through an agreement 
signed last year, early access 
to new developments in CBM 
operating software. 

Japan has also developed its 
own microcomputer operating 
system, Tron, which has been 
touted as a challenger to the 
most popular western systems, 
MS/DOS and Unix. It is 
unlikely to fill such a role, 
even in Japan, but it does 
serve as a illustration of the 
quality of Japanese software 
developments. 

Second, there are utilities; 
software which slmplifiesrou- 
tirve operations such as sorting 
files or carrying out mathemat- 
ical operations. 

The pattern Is for 
customers to rely 
heavily on 
manufacturers to 
develop tailor-made 
software 


Third, there are applications; 
software which carries out the 
customer's business require- 
ments. Here there Is a massive 
difference between Japanese 
and Western practice. In the 
US, according to International 
Data Corporation, some 15.5 
per cent of IT expenditure goes 
on packaged software, general- 
ised software developed for a 
particular application but 
which pays no attention to tbe 
idiosyncracies of individual 
companies. In Japan, on the 
other hand, less than 7 per 
cent of IT expenditure goes on 
packages. 

Japanese, in fact, spends 
almost one-third of its total IT 
budget on professional ser- 
vices, chiefly in the form of 
custom- written software. The 
comparable figure for the US is 
16 per cent. 

The pattern in Japan Is for 
customers to rely heavily on 
manufacturers to develop tai- 
lor-made software for them, 
either using their own-software ; 
specialists or software houses. 

IDC’s projections suggest 
that Japanese customers' 
enthusiasm for packaged soft- 
ware will grow modestly over 
the next five years. There is 
evidence it will be at the 
expense of US producers. Mr 
Bill Totten, an American 
whose company K.K. Ashisuto 
distributes US packages in 
Japan, points out that in 1988 
only one per cent of revenues 
came from selling Japanese 
products. This year it will be 
more than 20 per cent. He com- 
plains that US companies are 
failing to consider the special 
needs and requirements of the 
Japanese market. 

The Japanese, on the other 
hand, are well aware of the 
need to "think global and act 
local”. The problem for them is 
two-fold; how best to under- 
stand the nuances of western 
business practice so they can 
build competitive packages, 
and how best to support cus- 
tomers abroad. 

One way Is through acquisi- 
tion; another, through partner- 
ships and agreements with 
local companies. The strength 
of the Japanese hardware busi- 
ness offers the possibility of 
sales involving both hardware 
and applications software. 

Alan Cane 



Saitama Bank. 

A sowd banking system matched to new banking needs. 


Trade financing? Syndicated loans? International 
securities? In these and other areas of 'mtetnationaJ 
banking Saitama Bank has established its capabifity 
and credibility swrldwida Far over 40 years we've 
built our soM base and sound banking system in 
the Tokyo metropolitan area, Japan's vigorous 
economic center. 


Saitama Bank Is last-growing and forward-looking 1 
Change 'Oriented. Ftosithe. And assertive — as seen 
in cur electronic banking technology Grow together 
with Saitama Bank — sound, experienced and 
flexible In matching its services to new 
banking needs. 
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CHEMICALS 


Js ics Still far behind US 
and European giants 
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t ^* eMT CAT»S are one of t fag few 
manufacturing sectors in 
which Japan runs a trade defi- 
cit Japan's output of chemi- 
cals exceeds that of any other 
country except the US, but the 
industry is highly fragmented 
— its largest wwipiniPB, Mitsu- 
bishi Kasei and Asahi Chemi- 
cal, are onhsr one third the size 
of ICI, the UK chemical group. 

Although leading Japanese 
chemical companies ' have 
ambitious “globalisation’' 
planB for tbe.2lst Century, 
there is little prospect within 
the next generation *hyt they 
will become global players on 
the s a m e scale as the European 
or US giants, in the way that 
Japanese electronics and car 
manufacturers are now world- 
wide leaders of thair indus- 
tries. 

There are several reasons for 
the relatively modest perfor- 
mance of the Japanese chemi- 
cals industry: 

■ Its historical base lies in 
hundreds of mm«n 
companies started after the 
Second World War together 
with the fragments of the pre- 
war industrial combines. These 
have shown little inclination to 
merge and restructure. 

■ Many Japanese chemical 
companies started with 
licensed US and European 
technology, and the terms of 
the licences prevented them 
exporting their production. 

■ Successful innovation in the 
chemicals industry depends 
more on having a strong sci- 
ence base than in other manu- 
facturing sectors including 
electronics. The level of scien- 
tific research and t*w<»hiwg in 
Japanese universities and 
other educational institutions 
has only recently come dose to 
American or European levels. 

■ The Ministry of Interna- 
tional Trade and Industry 
(MITO, -which played an impor- 
tant role behind the scenes in 
helping other industries to 
organise their assault on world 
markets, has hot taken such an 
active interest in chemicals. 

■ Chemicals have relatively 
low status in Japan, compared 
to the electronics and com- 
puter industries - and this 
makes it more difficult for 
chemical companies to recruit 


good staff. In an effort to 
change . its reputation as a 
mature or sunset industry, the 
sector is promoting the Idea of 
“a new age of chemistry” in 
which chemists are creating 
pyrrHng nwp mate rials 

The greatest competitive 
advantage of the Japanese 
c hem icals industry lies in the 

dose relationship it has inevi- 
tably bum with its local cus- 
tomers, especially the world- 
bearing auto and electronics 
companies. The global expan- 
sion of Toyota, Nissan and 
Honda, Matsushita, Hitachi 
and Toshiba makes it possible 
for “camp followers” in simply 
. industries such as chemicals to 
follow them overseas. 

The European and US chemi- 

Although no group 

operates globally, 
many have significant 
overseas operations 

cal giants have had Urn same 
idea and they are pouring 
resources into Japan, in an 
effort to Mteh their fortunes to 
the global expansion of the 
country's automobile and elec- 
tronics industries. Four years 
ago ICTs Japanese activities 
were limited to Importing 
chemicals and participating in 
joint ventures with local com- 
panies. Today, after a £l00m 
Japanese investment spree. Id 
owns two new factories and 
two research centres. 

Japanese chemical compa- 
nies do not yet devote as much 
of their resources to research 
and development as their west- 
ern counterparts, but RAD 
spending rose steadily from 3 
pm- cent of sales in 1962 to 45 
per cent in 1987, the most 
recent year for which figures 
are available. According to the 
Japan Chemical Industry Asso- 
ciation, the industry has three 
priorities for RAD: Bhemteala 
for the electronics industry, 
new materials (such as high- 
performance polymers and 
ceramics) and biotechnology. 

Although no Japanese chem- 
ical group operates globally, 
many companies have signifi- 
cant overseas operations. Same 
have set up plants, some have 


joint ventures with western 
companies and some have 
acquired western companies 
(always in friendly takeovers). 

One of the first Japanese 
enterprises of any sort to set 
up an overseas plant was Seki- 
sm Chemical, an Osaka plas- 
tics company. “We started pro- 
duction in the US in 1963 but 
we foiled and retreated after 
three years," said Mr MSsanori 
Ogata, the company's public 
relations manager. “That was a 
good lesson for us. We learned 
to be more careful when we 
went back into overseas pro- 
duction in 1974.” 

Sekisul now runs six produc- 
tion plants outside Japan 
(including one in Wales) but 
even so the company's over- 
seas sales are no more than 5 
per cent of total turnover. 

Kaneka, another medium- 
sized Osaka company, was also 
an early pioneer of overseas 
manufacturing. Its Belgian 
plant, set up in 1970, is now a 
leading European producer of 
MBS resins — wfmHnrgte m yn| 
to strengthen plastic bottles. 
“Our dream is to establish our 
own research laboratory over- 
seas,” says Mr Tomoya Hanba, 
senior executive director. '‘But 
that is still a long way away.” 

Kanaka's sales in 1990 were 
Y246bn - less than half those 
of Conrtanlds, a broadly simi- 
lar UK specialty chemical com- 
pany. Yet Kanaka's products, 
ranging from plastics and 
fibres to medical and pharma- 
ceutical products, from marga- 
rine and yeast to will*, 
cover a for wider field. 

The company finds it hard to 
resist interesting technical 
developments coming out of its 
laboratories, and it does not 
make the same effort to con- 
centrate on “care businesses" 
as a western company would. 
This has given Kaneka a 
breadth and diversity that is a 
co mm on feature of many Japa- 
nese chemical companies - 
and a potential weakness, as 
Mr Hanba admits “We’re a 
medium-sized company with a 
very wide range of products 
and we do not really have 
enough research and market- 
ing staff for all of them.” 

Clive Cookson 



Japanese prefer their own medicines 


Prescription for 
success 


Nafto: looking abroad 

THE JAPANESE consume 
more medicines per head than 
any other nation. Their eager- 
ness to buy drugs has given 
Japan a large, lucrative and. 
until recently, very introverted 
phar maceutical industry. 

Japanese pharmaceutical 
sales in 1999 were Elflbn, com- 
pared to £27bn in the US - and 
only £2.7bn in the UK. Yet no 
Japanese drug company is a 
player in the global business in 
the same way as Glaxo, Smith- 
KUne Beecham, Wellcome or 
Id of the UK. Japanese drugs 
have 45 per emit of their home 
market and only one per cent 
of the US and European mar- 
ket 

The forge Japanese pharma- 
ceutical companies did not 
start planning serious “globali- 
sation" strategies until the 
early 1990s. 

And time-scales in the indus- 
try are so long - a typical new 
drug takes 12 years to 
from the first stages 
research to the market - that 
it will not be possible to tell 
whether globalisation has suc- 
ceeded until well into the hot t 

ww h ii y 

“I reckon that thw Japanese 
pharmaceutical industry will 
need another 30 years to 
become truly global,” says Mr 
Shigeo Morloka, president of 
Yamanouchi - probably the 
most internationally-minded 
Japanese drug company. “We 
are taking a long-term view” 

w ithin the last five years 
Yamanouchi has built a manu- 
facturing plant in Ireland and 
a UK research centre in 
Oxford, set up six representa- 
tive offices outside Japan to 
coor dinat e clinical develop- 
ment, bought Shaklee (the US 
supplier of nutritional supple- 
ments) and is now negotiating 




Dr J. Ladd* at Yamanouchi Research Institute, Oxford: probably the most Internationa Ity-niinded 
Japanese drug company 


to acquire some pharmaceuti- 
cal operations from Gist-bro- 
cades, the Dutch chemical 
company. 

But Yamanouchi's products 
are still sold outride Japan by 
foreign licensees. The next 
stage in the company's interna- 
tional expansion will be to 
establish a direct marketing 
organisation. 

“We wish eagerly to estab- 
lish our own sales force as 
quickly as possible but that 
will take some years, because 
of the characteristics of the 
pharmaceutical industry,” says 
Mr Morloka. 

Eisal is another outward 
looking pharmaceutical com- 
pany. It is concentrating on 
establishing research centres 
outside Japan as a base for 
international expansion. Last 
year Eisal set up an institute 


in Boston for basic research in 
organic chemistry, and in Sep- 
tember this year it awnnnnrw! 
a £50m investment over 15 
years to establish and run a 
nenrosdences research centre 
at University College, London 
- the largest and longest-term 
funding arrangement that any 
company has matte with a UK 
university. 

“If we do research only In 
Japan, the outcome will be 
very limited,” says Mr Haxuo 
Naito, president of ftiaai - and 
grandson of Toyoji Naito who 
founded the company in 1941. 
“The main reason for setting 
up research facilities in Europe 
and the US is to make contact 
with the research circles there 
which have very differ ent char- 
acteristics. Then, once we suc- 
ceed in having good discov- 
eries from these global 


research facilities, production 
and marketing are not so diffi- 
cult" 

As Mr Naito concedes, “the 
fusion between basic research 
done in universities and 
applied research in pharmaceu- 
tical companies has not been 
handled well in Japan so for.” 

Until very recently Japanese 
pharmaceutical researchers 
have concentrated on small- 
step innovations leading to 
“me-too” drugs. They have not 
made the breakthrough inven- 
tions that lead to blockbuster 
drugs. 

Traditionally the Japanese 
pharmaceutical industry’s 
strongest area has been in anti- 
biotics. But its most innovative 
product so far is probably 
Fujisawa’s FK-506, a powerful 
suppressor of the immune sys- 
tem which has bad conrider- 


Morfoka: 30-year forecast 

able publicity in the west 
recently os a treatment to pre- 
vent transplant patients reject- 
ing their new organs. 

Japan has a drug pricing sys- 
tem quite unlike any other 
country, under which the gov- 
ernment cuts the price of all 
drugs on the market by 10 to 15 
per cent every two years. “This 
puts a premium on innova- 
tion,” says Dr Jim Armstrong, 
president of ICl Pharma In 
Japan. “The squeeze on profits 
is on the less innovative com- 
panies. You have to keep 
inventing." 

The approvals process for 
new drugs In Japan seems 
designed to protect its national 
pharmaceutical companies as 
much as Japanese patients. 
Until recently the Ministry of 
Health and Welfare has made 
life difficult for foreign compa- 
nies by insisting on extensive 
testing of any new drug in 
Japan. 

As the Japanese companies 
expand overseas, the ministry 
is becoming more accommodat- 
ing to western companies. It is 
increasingly willing to accept 
toxicity tests and preclinicai 
data from other countries 
though it still Insists on Japa- 
nese clinic al data. (One sign of 
progress is that the contracep- 
tive pill is likely to be 
approved in Japan next year - 
after three decades of use in 
the US and Europe.) 

Dr Armstrong expects the 
Ministry of Health and Welfare 
to come further into line with 
European and American prac- 
tice following an inferpatjonul 
conference of harmonisation of 
pharmaceutical regulations, 
planned for Brussels next year. 

Clive Cookson 


K LINE 


FOR TRANSPORT 


OVERSEAS, OVERLAND, 


OVERALL 



The illustration on the left was loosely 
inspired by the traditional Japanese seal or 
stamp. 

These seals were used by master-craftsmen as 
signatures on artwork. 

They were signs of approval, and were never 
used lightly. 

In Europe, Caxton and other printers used 
similar devices. They were the origin of the 
trademark or logo. 

Our 'seal' is equally purposeful. 

It shows the various forms of transport which 
we might be said to master. 

These include, as you may know, tankers, 
container ships, gas and bulk carriers, and 
car-only or 'pure car' carriers. 

What you may not know, is that we also 
operate road and rail services, and are 
involved in air transport and leisure cruising. 

What's more, we're successful operationally, 
technically, and financially. 

The reasons for this stem from other tradi- 
tional Japanese attributes: such as competence, 
reliability and efficiency. 

This put us in the happy position of trading 
successfully. 

And, whatever your transportation needs, it's 
possible we could help you do the same. 


OVERSEAS * OVERLAND ’ OVER ALL 


TOKYO 
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MASIERKEY ID TURKEY: 
GARANTI BANK 


Garanti Bank continues to play a leading role in the banking activities 
accompanying Turkey’s foreign trade. Garanti’s clients enjoy the benefits 
of Garanti’s wide range of international services. But what’s a bonus is 
Garanti’s ability to adapt itself to its clients’ needs: 
offering alternative approaches, 
if necessary, to meet their 
demands. And that is one of 
the reasons why, in a sector of 
62 banks, Garanti has main- 
tained Us former share of 13 % of 
Turkey’s hard currency business 
volume in 1989 as well. If you want 
to work with a bank that can open 



doors for you in the complex international market, trust Garanti with its 

YOU CAN BANK ON 

GARANTI 


all-around services as your trade connection to Turkey. 
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JAPANESE companies are 
becoming increasingly compet- 
itive across the range of tele- 
communications equipment In 
addition to research and devel- 
opment on terminals and 
transmission equipment, from 
facsimile machines to large- 
scale digital switching units, 
Japanese companies intend to 
introduce new products to be 
integrated into global telecom 
networks of the future. 

Japan's share of world 
exports for telecommunica- 
tions equipment rose from 12 

per cent in 1380 to 33 per cent 

in 1988, according to US indus- 
try estimates. It will almost 
certainly rise further as Japa- 
nese companies step up their 
efforts to sell high added- value 
products such as telephone 
exchanges (PBXs) at a time 
when markets for these goods 
are becoming more liberalised. 

The big challenge is that 
while hardware produced for 
the home market can be 
adapted relatively easily to for- 
eign specification, software 
cannot Companies will have to 
find ways cif developing soft- 
ware more effectively for for- 
eign markets - either by 
establishing more development 


TELECOMMUNICATIONS EQUIPMENT 


proving to be a successful 


Hard sell for software 


Today, large electronics sup- 
pliers such as NEC or Fujitsu 
can offer nearly everything up 
to large PBXs for telephone 
companies. They also tend to 
control the component technol- 


centres overseas or by buying 
know-how through acquisi- 
tions, as Fujitsu has done with 
ICL, the UK computer maker. 

Leading Japanese telecom 
equipment makers, such as 
NEC, Fujitsu, Hitachi and Old 
Electric Industry, are also the 
principal manufacturers of 
microchips and consumer elec- 
tronics products. Moreover, 
they make computers and 
design telecom networks. Hie 
strategies of these large compa- 
nies revolve around use of 
know-how gained from micro- 
electronics and computers to 
design more attractive telecom 
equipment 

For example. NEC, which 
bills itself as the specialist in 
so-called C&C or “computers & 
communications", combines its 
microchip and data-processing 
capabilities to bring out 
improved telecom equipment. 
Other electronics companies 


that have not specialised in 
telecom equipment. Including 
Matsushita Electric Industrial, 
are entering important sectors 
of the telecom market on the 
strength of their facsimile 
machines and cordless tele- 
phones. 

Among the large concerns, 
Mitsubishi Electric and Tosh- 


phones and laptop computers 
to point-of-sales (POS) systems 
and mainframe computers. 
They are already focusing on 
local-area networks and inter- 
national computer networks 
for their own use for such pur- 
poses as connecting Ear filing 
research centres or des i gnin g 
microchips from points scat- 


Japan’s share of world exports for 
telecommunications equipment rose from 
12 per cent in 1980 to 33 per cent in 1988 


iba lack strong foundations in 
telecom equipment But they 
are channeling more resources 
into the sector while teaming 
with US and Europ ean compa- 
nies. Such companies realise 
that more sophisticated tele- 
com networks will provide the 
links for many types of prod- 
ucts ranging from mobile tele- 


tered across the globe. Five 
years from now, Japanese com- 
panies intend to be near the 
introduction of video-tape soft- 
ware distribution to homes via 
optical-fibre cables. 

This will make use of the 
high-speed and broad-band net- 
work capabilities that some 
carriers hope to offer. These 


video-tape programmes, such 
as movies or video-magazines, 
will probably be in hlgh-deflni- 
tion television (HDTV) for- 
mats. which without superior 
data-compression techniques 
will require transmission of 
much larger volumes of Infor- 
mation. 

And guess which companies 
will sell the HDTV sets? The 
same large Japanese compa- 
nies that will make the 16- 
megahit and 64M dynamic ran- 
dom-access memory micro- 
chips, digital signal processors 
and other major components 
for the HDTVs. 

US critics correctly say the 
Japanese have bought their 
way Into some telecom mar- 
kets by fnm«ring first on tele- 
phone-answering machines, 

facsimile m a rhinos, s mall p ri- 

vate-branch exchanges (PBXs), 
and small-scale offinn phone 
networks. However, this is 


Wh a te v er software they can- 
not write themselves can be 
bought thanks to their control- 
ling interest in small entrepre- 
neurial companies in Calif- 
ornia or Massachusetts. 

However, the Japanese are 
making substantial progress in 
software systems for PBXs, in 
part pushed by US competi- 
tion. The extent to which 
Fujitsu, NEC and other PBX 
makers pose serious competi- 
tive threats in future will 
largely depend on their ability 
to continue upgrading the soft- 
ware side of their business. 

While the Japanese produc- 
ers have not yet been particu- 
larly successful in thus Ameri- 
can PBX market, partly 
because of the political nature 
of the large PBX market, they 
do possess the commitment to 
exceL 



Solar-powered vehicle: can a car be far behind? 

SOLAR ENERGY 


Neil Davta 


Michael Skapinker tells how consumers are showered with electronic gadgetry to test what sells 


AT ITS research centre near 
Osaka, the Sharp Corporation 
has an exhibition of new prod- 
ucts. Among them, is an elec- 
tronic hairclip which you or 
your hairdresser can use to 
determine whether your hair is 
dry or greasy. 

An electronics store in the 
Tokyo suburb of Shibuya offers 
a video tape rewinding 
machine in the shape of a 
small model car. When the 
rewinding is over, the car’s 
headlights light up. 

Not all of Japan's many con- 
sumer electronics offerings 
make their way to the west. 
The profusion of new products 
Is evidence, however, of Japa- 
nese companies' practice of 
showering their home market 
with innovative gadgetry in an 
attempt to see what sells. 

Consumer electronics execu- 
tives in Japan now say, how- 
ever, that their old methods do 
□at work as well as they used 
to. One of the consequences of 
their success in electronics is 
that there are fewer western 
competitors able to do the 
basic research which Japanese 
companies can turn into fast- 
selling consumer products. 

“Travelling around the west, 
we don't see any products 
which are not already in our 
hands,” says Mr Hiroyuki 
Mizuno. executive vice-presi- 
dent of Matsushita, the worlds 
largest consumer electronics 
company. 

Over the past decade, it has 
not been difficult to work out 
what consumers wanted, Japa- 
nese executives say. It was 
often a matter of us mg exist- 
ing. often western-inspired, 
technology to meet a perceived 
consumer need, as in Sony’s 
use of the audio cassette to cre- 
ate the Walkman. 


Well ahead of the market 


Now, Mr Mizuno says, Japa- 
nese companies are finding 
that their technology has run 
ahead of their markets. “In the 
last 10 years, we have been led 
by our markets. We are now 
suddenly in a new situation 
where our leadership is based 
on the development of our 
technology,” he says. 

Mr Ichiro Fqjimoto, the hoar t 
of corporate research and 
development at Sharp, adds: 
“In the past, we could see the 
needs of the market very 
quickly. Our technology was 
chasing those needs. From now 
on, what we need to do is to 


explore potential needs which 
are hidden under the surface. 
Our technology has gone 
beyond the level of what the 
consumer needs.” 

Mr Mizuno and other con- 
sumer electronics executives 
see the dangers of developing 
technology before they know 
whether customers want it Mr 
Fujimoto says the problem is 
exacerbated by the fact that 
consumers cannot say what 
new products they want 
because they have no clear 
idea of what technologies are 
available. This is in contrast to 
professional users of electronic 


equipment who have a for 
clearer idea of their needs. 

“The difficulty in the con- 
sumer market Is that the prod- 
ucts we launch have to be 
things that anyone can use 
without any difficulty,” Mr 
Fujimoto says. In products for 
professional markets, special- 
ists who know the field are 
going to use them.” 

Mr To6hiyuki Yamada, 
senior general manager of 
Sony’s research and develop- 
ment planning group, says that 
this is the reason his company 
has never reded too heavily on 
market research for consumer 


electronics. It is difficult for 
consumers to judge whether 
they would be able to make use 
of new products. “Our top 
managers are themselves con- 
sumers. They can smell what 
the consumer wants,” he says. 

Sharp, on the other hand, 
does not rely exclusively on its 
sense of smelL Mr Fujimoto 
says that the group has set up 
Creative Lifestyle Focus Cen- 
tres in Tokyo, Osaka, New Jer- 
sey and Hamburg. The purpose 
of the centres is to study the 
lifestyles of local people with a 
view to predicting what their 
future consumer needs might 


Battle at television’s sharp end 


MANAGERS in Japan and 
their western critics often talk 
of a lack of creativity in Japa- 
nese industry. The country’s 
strength comes from mass pro- 
duction and marketing skills 
rather than from any sense of 
inventiveness, they say. 

This self-criticism and out- 
side carping cannot be 
directed at those Japanese 
researchers working in the 
field of high-definition televi- 
sion. 

Japan began working on the 
development of sharper televi- 
sion images 20 years ago. 
Western companies only began 
a serious HDTV development 
programme in 1986. 

The future of the proposed 
European high-definition sys- 
tem, HD- MAC, is in doubt. 


British Satellite Broadcasting, 
which planned to use D-MAC. 
an intermediate version of 
European high definition, has 
merged with Mr Rupert Mur- 
doch’s Sky Television and will 
now broadcast in PAL, the 
UK’s existing standard. 

By contrast, the Japanese 
have already begun satellite 
broadcasts of Muse, thar own 
high-definition system. NHK, 
the Japanese broadouting cor- 
poration, began one-honr high 
definition transmissions in 
June last year. By the begin- 
ning of 1992, NHK expects to 
start transmitting eight to 10 
hours of high-definition pro- 
grammes every day, sa ys M r 
Junji Matsuzaki, of NHK’s 
HDTV special projects section. 

Japanese companies under- 


WE’RE 


RESPONSIVE 


stood far earlier than their 
westem competitors that high 
definition images would have 
applications extending far 
beyond television broadcast- 
ing. Sharper pictures will be 
used in the medical, defence 
and other industrial sectors. 
HDTV sets will also use large 
quantities of memory chips. 

Japanese gampantoi believe 
HDTV will be the most impor- 
tant development in consumer 
electronics in the next decade. 
Mr Masahiro Hashimoto of 
Japan's Ministry of Interna- 
tional Trade and Industry esti- 
mates that tile high definitio n 
market will be worth $33£bn 
to Japanese manufacturers by 
the turn of the century. 

The Japanese HDTV stan- 
dard Is incompatible with the 
systems currently in use any- 
where in the world, including 
Japan. This means that those 
wishing to watch high defini- 
tion broadcasts will need to 
buy new sets, which, the Japa- 
nese manufacturers intend, 
will be supplied by them. 

It was because the European 
manufacturers belatedly woke 
up to this d«np»r that they 
began to develop their own 
alternative standard. They 
said their system had the 
advantage of being compatible 


with the existing European 
standards. 

It will be difficult, however, 
for European companies to 
close the gap between them- 
selves and their Japanese com- 
petitors. Sony has already said 
that it will roll its first HDTV 
rot this month. The set, with a 
wide 36-inch screen, will retail 
at a staggering Y2.3m. How- 
ever, Mr Matsuzaki believes 
that the price will fall shandy 
over the next few years. By 
the mid-1990s, he believes, an 
HDTV set will sell at no more 
than two or three times the 
price of a conventional televi- 
sion receiver. 

Mr Hiroyuki Mizuno, execu- 
tive vice-president of Matsush- 
ita, says he is confident young, 
affluent Japanese consumers 
will be prepared to pay for 
sharper, clearer pictures. 
“We’ve investigated what 
young people are buying,” he 
says. “Young Japanese couples 
who live in one room can’t 
afford a larger home. But they 
can afford to buy items like 
BMWs, Mercedes and Persian 
carpets.” They will, he 
believes, add high definition 
sets to their list of fashionable 
purchases. 


Michael Skapinker 


be. These centres are aimed at 
meeting another difficulty tVmt 
Japanese executives say they 
now face. This is that the inter- 
national consumer electronics 
market is no longer unifor m 
and undiffBrBnti a ted . Increas- 
ingly. they say, consumers in 
different parts of the world 
react differently to product 
innovations. 

For example, Mr Teruhiko 
Isobe, senior managing direc- 
tor of Pioneer, says Us com- 
pany developed a cartridge to 
enable several compact discs to 
be played one after the other 
without having to be loaded 
separately. 

This was a natural fbflow-on 
from the old practice of stack- 
ing up several long-playing 
vinyl records which dropped, 
one after the other, on to the 
turntable. The compact disc 
cartridge was developed In the 
US, Mr Isobe says, where the 
idea was more attractive than 
in Japan. 

Other consumer electronics 
executives say they need to go 
further than simply adapting 
products for use in different 
countries. If they are to suc- 
ceed in the different regional 
markets, they say, more basic 
consumer research will have to 
be done outside Japan. 

Matsushita's Mr Mizuno says 
his group has set up six labora- 
tories in the United States, run 
by American managers. Sony 
has as its aim “global localisa- 
tion”. becoming an inaWta- in 
the different markets in which 
it operates. 

The first step in globalisa- 
tion, Mr Yamada says, is estab- 
lishing marketing operations 
abroad. The second is setting 
up foreign production facilities 
and the third is doing research 
and development outside 
Japan. 

Sony, he says, has achieved 
the first two, but is still in the 
process of achieving the third. 
Asked to name a Sony con- 
sumer product developed out- 
side Japan, Mr Yamada can 
produce only two. 

One was the teletext system 
developed by Sony's subsidiary 
in South Wales. The second 
was “My First Sony", the 
Walkman for childre n, which 
was dreamed up by Sony 
employees in the US. 


Finding a place 
in the sun 


Big Enough To Handle It 
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JAPAN’S solar energy research 
and development effort is 
finally finding its place in the 
sun. 

It began 16 years ago 
together with a handful of 
other new energy source pro- 
jects that were launched in the 
panir after the first oil crisis. 

For most of the past 16 
years, the main focus - and 
largest budget allocations - of 
the Ministry of International 
Trade and Industry's (MITI) 
so-called Sunshine Project has 
been on an ambitious, capital 
Intensive effort to develop 
cost-effective coal liquefaction 
and gasification processes. 

Now, with environmental 
issues - in particular, the 
depletion of the ozone layer 
and global wanning - becom- 
ing major concerns, the pro- 
duction of energy from fossil 
fuels in any form is more and 
more frowned upon. The more 
environmentally benign pro- 
cesses, such as solar, geother- 
mal and chemical power gener- 
ation, are getting much more 
attention - and funding. 

Last June, Mm announced 
that the Sunshine Project 
would he extended well beyond 
Its initial completion date of 
2000, and would put a new 
focus on solar energy technol- 
ogy. “It will tackle the newest 
of technological challenges; for 
example, as midterm projects, 
super high efficiency solar 
cells, passive solar systems and 
systems for trans-border move- 
ment of clean energy; as 
long-term projects, magma 
energy and space power satel- 
lites,” Mm said. 

The goal, according to Mr 
Takashi Goto, director of the 
solar e nergy technology sec- 
tion in MTITs Agency of Indus- 
trial Science and Technology 
(AIST). is nothing less than to 
get the cost of generation of 
electricity from solar power 
down to the same level as that 
from fossil fuel power stations. 

It would be wrong to give 
the impression that Japan has 
lagged behind other countries 
in solar energy R&D. On the 
contrary, it is a world leader in 
many aspects of the technol- 
ogy, and Japanese companies, 
notably Sanyo Electric and 
Kyocera, have had consider- 
able success in commercialis- 
ing it. 

Hie main strands of solar 
energy R&D seek to find effi- 
cient ways of producing energy 
from the sun’s light and heat 
respectively. Light can be used 
to operate photovoltaic cells, 
which are now commonplace 
in pocket calculators and other 
small electrical devices, 
whereas heat can be used to 
operate heat exchangers. 

The potential for hamess tri g 
the sun's heat has rather 
severe limitations — imposed 
by the actual amount of heat 
that gets through to the earth 
and by the impractical! ty of 
transporting liquids over long 
distances. However, Japanese 
researchers have had consider- 
able success in developing High 
efficiency solar collectors for 
use in houses or factories to 
supplement other sources of 
heat According to Mm, more 
than 4m sets of hot water heat 
collectors have already been 
ins t all ed in Japanese homes. 

The potential for photovol- 
taic cells is much more inter- 
esting, leading ultimately, in 
the view of Japanese research- 
ers, to a time when there will 
be a worldwide electric power 
grid based on huge solar gener- 
ation stations spread out 
aooss the earth's deserts deliv- 
ering their -power through 
superconductor transmission 
lines straddling the globe. 

Mr Yukinori Kuwano, gen- 
eral manager of the R&D head- 
quarters of Sanyo, is promo- 
ting the early establishment of 
an international project which 
he calls Genesis (Global 
Energy Network Equipped 
with Solar Cells and Interna- 
tional Superconductor Grids). 

He believes it could be devel- 
opgd within the next 30 years. 

Mm has set its budgets . 
accordingly. Heat-related solar 
research gets about Y300m a 
year while solar cell R&d gets < 
Ylbn. The main technical prob- i 
lem with photovoltaic cells is i 
findin g ways to improve their 
low conversion efficiency. In 


typical Japanese style, the Sun- 
shine project has organised 
joint university-industry 
research teams to attack this 
problem from different direc- 
tions. each competing against 
the other. Sanyo, for example, 
is leading the effort to develop 
cell production using amor- 
phous silicon. Kyocera and 
Hitachi lead on polycrystal 
technology, Sharp on single 
crystal technology. 

Amorphous silicon has the 
advantage of relatively tow 
manufacturing costs, leading 
to an energy payback period of 
less than two years compared 
to two or three years for crys- 
tal cells. But crystal cells 
require much less space per 
unit of power produced and 
thus may be more practical for 
use in crowded countries 
Japan. 

Japanese achievements in 
solar energy speak for them- 


More than 4m sets of 
hot water heat 
collectors have 
already been Installed 
in' Japanese homes 


selves. Kyocera has the world 
record for conversion effi- 
ciency of a polycrystal cell - 
15.9 per cent - and Sanyo 
leads on amorphous cells, hav- 
ing achieved a 10.2 per cent 
conversion efficiency. In terms 
of cell production, Japan and 
the US are about level-pegging , ' 
each making dose to 15 mega- 
watts a year, and together ' 
accounting for about two 
thirds of total world output. 

Mr Goto of MITI Is optimistic 
that further significant prog- A 
ress on conversion efficiencies ' 
wDi be made in the next few 
years, and that the ministry*^-.: 
goal of doubling them by 2000 
will be achieved. But he^ 
remains worried that produc- ■ 
tion cost will not become com- 
petitive. "Unless we get to.i 
mass production, we will not 
get lower costs, and at the . 
moment, there rue no large- • 
scale manufacturing plants 
being built." he says. It is, of 
course, a chicken-and-egg prob- '' 
lem, as companies wait for evi- 
dence of substantial demand 
before building up production 
capacity. 

So far, the uses of solar cells 
tend to be specialised, as in , 
calculators, although in a num- 
ber of Sunshine project experi- 
ments cells have proved com- ' 
pe titive for ordinary power 
generation against diesel-pow- . 
ered generators on remote 
islands in Japan. Kyocera has 
developed a line of street light- ’ 
ing and marine c hann el mark- 
ers that have had considerable 
commercial success. 

Sanyo, which accounts for " 
over a third of Japanese pro- 
duction, has been the most 1 
adventurous, developing a 
range of experimental products . 
using its amorphous silicon 
cells. Among them are a home 
air-conditioning system that . 
uses solar energy to supple- 
ment mains electricity, roofing 
ales that incorporate solar ■ 
Pane ls and an electronic scare- 
crow that blinks and beeps at . 
random intervals. 

The company has also 
explored the potential offered 
by the th inne ss and fiexibiiity 
of amorphous silicon panels, 
using them most recently on 
the experimental Sun Seeker 
solar-powered aeroplane that 
new non-stop across the US In 
July. It has also contemplated ■ 
using this sort of solar fabric 
tor tents, boats, jackets and 
portable battery rechargers. 
Last summer it introduced a 
®umll golf cart-like vehicle at • 
the Osaka International Gar- 
flea and Greenery Exhibition 
tor transporting people. Can 
tne solar-powered car be far 
away? 

S®!? n sp Officials are not 
specific fore- 
but th» are confident 
2 eir step-by-step strategy 
wdl pay off at some point. If 
environmental concerns - 
remain intense around the 
world, they are probably right. 


Ian Rodger 
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THERE is a theory among 
Japanese biotechnology 
researchers that their field has 
attracted less co n tro v er sy in 
Japan than in other developed 
countries thanks to the tradi- 
tional taste for fermented prod- 
nets such as soy sauce and 
miso soup. 

In spite of the perceived his- 
torical headstart, Japanese 
researchers are conscious that 
they stm trail the US in bio- 
technology. Japanese suggest 
that they lag behind Europe in 
basic research, but are better 


could hinder their ambitions to 
speed biotechnology’s develop- 
ment. 

Japan has a strong "food 
purity" movement, but its 
attention has focused on use of 
chemicals during cultivation 
and not on the plant under cul- 
tivation. 

Companies most active in 
research are the brewers, the 
cosmetic manufacturers, and 
the pharmaceutical makers, 
though the senior corporate 
members of the Japan Bioin- 
dustry Association total 194. 


Japan has a strong “food purity” movement, 
but Its attention has focused on use of 
chemicals during cultivation and not on the 
plant under culttvatlon 


JhE&i Vagslff 


at marketing successful 
research, and ahead in 
research areas such as semi- 
conductors, the so-called bio- 
chips. 

The ministries responsible 
for biotechnology, the trade, 
agriculture, education, and 
health and welfare ministries, 
fear a delayed public reaction 
against gene manipulation 
Anri , for wmwp lB, creation 
of new vegetable varieties 


IT IS tempting to dismiss 
Japanese aerospace as an 
industry with a great future 
behind it 

The Ministry nf TnfwmaHonal 
Trade and Industry has long 
spoken of the sector as the 
next great tw-hwmingtnaT sum- 
mit to be scaled. And because 
of Japan's successes in other 

areas of mjmwfartriring , -many 

in the west were ready to 
believe the rhetoric. 

Yet, except in satellites and 
launch vehicles, where Japan 
is committing substantial 
resources,- the vision of a 
world-class national aerospace 
industry remains rmiwiiiaw! 

The dated and not very suc- 
cessful YS-11 small mrHnar is 
still Japan’s only homegrown 
civilian project since the war, 
while tha FSX fi ghter , made in 
low volumes under licence 
from the US, is the mainstay of 
militar y production. 

‘We do not have a very con- 
fident future,” says Mr Eiichi 
Ono, president of the Society of 
Japanese Aerospace Compa- 
nies. ‘Conventional wisdom 
has it that we are 15 to 20 
years behind in en ginea. In air- 
frames. we have no experience, 
so we can’t even assess how far 
behind we are." 

Mr Bruce Roscoe, an analyst 
with Goldman Sachs in Tokyo, 
agrees the immediate outlook 
seems bleak: ‘The industry’s 
problem is that orders are so - 


JAPANESE INDUSTRY 9 
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Ferment in the laboratories 


and include auto makers end 
the leading banks, who have 
joined to gain an understand- 
ing of the research they fund. 

The JBA, formed in 1942 as 
the Japanese Association of 
Industrial Fermentation, is 
intended to be a go-between for 
industry and academe, but the 
influence of the Ministry of 
intamaHnnai Trade and Indus- 
try (Mlti) over the association 
and the direction of biotechnot 


scarce that it may have noth- 
ing to do quite soon. Some peo- 
ple are saying Japan should 
forget about a ir cr aft and con- 
centrate entirely on space.” 

But hue Japan abandoned its 
ambitions - or simply switched 
tactics? Miti has stopped set- 
ting challenging long-term 
objectives of self-sufficiency in 
the industry. Instead, it is 
emphasising step-by-step 
advances based on extensive 
international cooperation 

The new approach recog- 
nises explicitly that the costs 
of building an aerospace indus- 
try from scratch are prohibi- 
tive, and that even western 
manufacturers are being 
obliged to pool their efforts and 
seek government support to 
develop major new products. 

Mltl recently persuaded Gen- 
eral Electric. Pratt & Whitney 
and Rolls-Royce to Join Japa- 
nese companies in developing a 
working p ro to type of a power- 
ful ram-jet engine for a future 
generation of supersonic airlin- 
ers. Tiie department also spon- 
sors feasibility studies on 
supersonic airframes and on 
new materials for thnra. 

Leading Japanese aerospace 
companies such as Mitsubishi 
and Kawasaki Heavy Indus- 
tries (ESI) already have con- 
siderable experience of subcon- 
tracting for western aerospace 
companies. About 40 per cent 
at the components far Boeing 


ogy Is considerable. Miti pro- 
vides the association with 
executives, funds projects and 
generally decides what 
research should be followed on 
an industry-wide basis. 

Mr Huurami Ono. a senior 
officer of Miti’s biochemical 
industry division, said that two 
projects highlights* by the 
m in i s tr y are research into bio- 
degradable plastics, and 
marine biology. About SO com- 
panies are charing r pwmrm in 
the former project, and about 
20 are involved, in the latter, 
while numerous others are 
interested and informed 
onlookers. 

There Is nothing particularly 
sinister about the ministry’s 
role in advancing biotechnol- 
ogy, as jt generally communi- 
cates with the companies on a 
range of issues unrelated to 
research, ha« enough influ- 
ence to persuade them that it 
is in their best interests to par- 


ticipate in collective projects. 

At the same time, the minis- 
try itself is influenced by out- 
ride Some Of Hwwn 

members of the JBA, as well as 
by the other ministries with a 
vested interest Miti's past 
image problems with the 
orchestration of Japan’s indus- 
trial development prompt offi- 
cials to play down its role, and 
to emphasise the importance 
they place on international 
cooperation. 

The government is deter- 
mined that Japan be seen as an 
active member of international 
organisations, and willing to 
share the products of its 
research. The JBA is planning 
a “Bio Japan" conference and 
exhibition for August 1992, 
while university and corporate 
research laboratories are 
increasing their exchanges of 
personneL 

Several companies, including 
Hitachi Chemical Shiseido, 


the cosmeti c s maker, are fund- 
ing research projects outside 
Japan. Hitachi has invested 
yxvm in a biotechnology lab at 

the University of California, 
while Shiseido has a broad- 
based $85m joint research 
agreement with the Harvard 
Medical School including ele- 
ments of biotechnology 
research. 

Japanese investment in for- 
eign iwwptmiM IS On 
rise. Japan Tobacco last year 
took a $6m, 8.7 per cent stake 
in Plant Genetic Systems of 
Belgium, while Yamanouchi 
Pharmaceuticals’ $395m pur- 
chase of the US health prod- 
ucts group Shaklee was partly 
motivated by the Japanese 
company's interest in biotech- 
nology. In August, Sanyo Elec- 
tric bought biotech-related 
machinery interests from 
FIsons, the UK pharmaceutical 
maker, for HOm. 

Miti’s contribution to bio- 


technology research was 
Y3.4bn this year and likely to 
be around Y3 jB in 1991, though 

the ministry prefers to empbar 

sosq the rede played by private 

funding. Government funds are 

also directed through the Agri- 
culture Ministry and the Sci- 
ence and Technology Agency, 
but the JBA estimates that 70 
per cent of research costs are 
borne by private enterprise. 

The ministries have gener- 
ally left companies to deter- 
mine whether their food prod- 
uct developments are suitable 
for public consumption. Kirin 
Brewery has plans to m ar ket a 
iTisiw* asparagus fW*rii >wi ft ' nmi 
female genes, and a new vari- 
ety of pot a to, which comes in 
coloured jackets. 

Mr Ono at Miti said the Agri- 
culture Ministry must approve 
the marketing of such discov- 
eries, but the responsibility for 
ensuring safety essentially lies 
with the company and that it 




Assembly of aircraft skins at Mitsubishi: Japan mates about 40 per cent of co mp onents for Boeing 747 airframes 

AEROSPACE AND DEFENCE 

A long, slow take-off 


747 airframes are made in 
Japan, and Boeing’s planned 
777 Is a collaborative venture 
with Japanese partners. 

British Aerospace recently 
agreed to sub-contr act p art of 
its Airbus work to KHI, while 
Mitsubishi is in with Ger- 
many’s Daimler-Benz on possi- 
ble cooperation in aerospace. 
In addition leading western 


aeroengine, makers have sev- 
eral co-production ventures 
with Japanese companies. 

For western manufacturers, 
such deals involve fine calcula- 
tions. The benefits of coopera- 
tion tnrhuffl risk-sharing, high- 
quality subcontracting and 
better to the Japanese 

market. The obvious danger 
lies in parting with sensitive 


know-how and technology 
which today’s Japanese allies 
could use to become tomor- 
row’s competitors. 

Boeing says It is impressed 
by the pfnnpTH'.y of its Japa- 
nese subcontractors and that 
their mastery of new materials 
is equal to — though not atead 
of - the west But it says they 
still lack the sophisticated 


is assumed that if doubts exist 
the company would not file for 
ministerial approval 

The broad interest among 
Japanese companies in biotech- 
nology was shown at the first 
national exhibition of equip- 
ment for the industry in Octo- 
ber. NEC Corp displayed com- 
puter-aided research 
equipment for protein engi- 
neering, and Hitachi Software 
Engineering showed a data- 
base system for bacteria identi- 
fication. 

Japan's public awareness of 


the traditional animal sources, 
and a year later began market- 
ing skin care creams. 

The company is optimistic 
that successs in producing the 
vitamin biotin (vitamin H) 
through gene recombination, 
which raised output levels by 
100 times, will eventually lead 
to the release of a range of new 
skin care and. perhaps, hair 
growth products. Dr Jiro Kishi- 
moto. a Shiseido laboratories, 
said output needs to be 
improved another 10 times 
before commercial production 


The government is determined that the country 
be seen as an active member of International 
organisations, and willing to share the products 
of Its research. 


systems integration expertise 
needed to manage big aircraft 
programmes, which Boeing 
regards as its core comparative 
advantage. 

United Technologies, owner 
of Pratt and Whitney, is more 
guarded. “We have learned 
from observation that Japa- 
nese companies are further 
along with jet engine technol- 


biotechnology is highest in its 
use in cosmetics research. Dr 
Tatsuya Ozawa, director of the 
ShiseHo Research Centre, near 
Tokyo, said the company's first 
significant success in indus- 
trial production of a biotech- 
nological product was bio-hy- 
aluronic acid, a moisture 
retainer used in skin care prod- 
ucts. In 1984, the company 
developed the add through a 
fermentation process, replacing 


ogy than we thought - and 
we’re not entirely sure about 
their speed of acceleration 
says Mr Stanley Krueger, presi- 
dent of United Technologies 
Japan. 

The question which most 
puzzles foreign analysts, how- 
ever, is whether Japan could 
yet become an international 
force in aerospace without hav- 
ing a fully-fledged aerospace 
industry in the western sense. 
Some of the most interesting 
developments are emanating 
not from companies in Japan’s 
aerospace "club" - which suf- 
fer from the familiar shortcom- 
ings of suppliers who depend 
heavily on cost-plus govern- 
ment contracts - but from 
industry outsiders. 

Car makers Toyota and Nis- 
san are disp la y in g increasing 
interest in the sector, while 
Kobe Steel and Nippon Steel 
are researching advanced met- 
als and composites for aircraft 
and space. Japan is also a lead- 
ing producer of carbon fibre, of 
growing importance in aero- 
space, though most of its out- 
put at present goes into sport- 
ing equipment 

The Japanese electronics 
industry’s interest in aerospace 
remains lukewarm, but its 
genius for miniaturisation 
dearly has potential applica- 
tions in avionics and “fly-by- 
wire" systems. 

These examples all underline 


is viable. 

Dr Ozawa said the point of 
much of Shiseido’s research is 
intended to And on answer to 
the enduring question of ‘how 
can we delay ageing?" The age- 
ing process is a ‘healthy 
state", he says, but it can be 
slowed down by products 
developed through biotechnol- 
ogy research. 

Robert Thomson 


the growing overlap between 
aerospace and technologies In 
which Japanese industry Is 
strong. That they remain 
largely uncxplolted seems due 
less to technical limitations 
than to lack of commercial 
incentives and marketing 
knowledge. 

Meanwhile, military require- 
ments are starting to give a 
bigger boost to technological 
development. Fujitsu says 
national defence authorities 
are pushing it to intensify 
research in areas such as infra- 
red devices, special displays 
and superconductors which 
could have extensive commer- 
cial appl ications 

Hence, Japan's prospects in 
aerospace will be determined 
not by any grand national 
strategy but by parallel and 
often unconnected progress in 
many different areas, in coop- 
eration with international part- 
ners. 

Few western companies are 
prepaced totally to discount 
the possibility that, longer- 
term, these disparate efforts 
could converge to create a ful- 
ly-fledged aerospace sector. 
Says Mr Krueger of United 
Technologies: "If you find 
yourself able to make 95 per 
cent of a product, it must occur 
to you to go for the last five 
per cent" 

Guy de Jonquldres 
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mi can’t judge Tokyo by standards made for 

New York or London. 

' Understand it with W-ako Securities. Every market has its unique 
history, psychology and driving forces. That’s why you can’t interpret value 
in Japan by standards set for New York and London . Instead, rely on Wako 
'• Securities, for sound, value-oriented analysis. Backed up by the respected 
TOto Research Institute, noted for outstanding coverage of Japan’s medium- 
size companies, the country’s most vigorous scoot 

From brokerage, underwriting and M&A to investment management 
with advanced iwnegratprf quantitative systems, an expanding corporate 

in North America, Europe and Asia count on TOako's information- 
oriented financial services. Find oar why Tbkyo is different, with Vfefca 


Which cargo 
would you load first? 

NYK’s proprietary vanning software gives the right answer right away. 

NYK’s Optimum Vanning System graphically produces the most efficient 
vanning plans for various cargo sizes and weights in the containers of your 
choice: So you’ll always know the perfect sequence for ideal loading. 

NYK clients can achieve close to 100% loading efficiency. And can expect 
to cut their shipping costs by 5 %. And vanning time by about 80%. Container 
quantities are exact and the best package sizes can be precisely determined. 
Significant savings in time and money are assured. 

The Optimum Vanning System is only one of NYK’s many ^ 
advanced services providing truly better answers for our clients. 



Point-to-point total cjobal services. 
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JAPANESE INDUSTRY 1 0 


CAR MAKERS 


Faster gear change 




m j 


JAPAN’S motor industry is 
changing gear again. Having 
set new standards of quality 
and production efficiency 
which have made it the world's 
largest car manufacturer, the 
industry is now positioning 
itself to pioneer new trends in 
customer demand. 

Leading Japanese car mak- 
ers all aim to expand the vari- 
ety of their ranges by develop- 
ing models more rapidly and 
producing them more flexibly 
and in lower volumes. One 
result is the recent launch of 
‘'niche" cars such as Mazda’s 
MX-5, Honda's NSX and 
Toyota’s Cera coupe. 

Another objective for the 
1990s is to make cars safer, 
greener and cleverer. That will 
involve giving them more 
crash-proof features, reducing 
their weight, building them out 
of environmentally more 
friendly materials, increasing 
engine efficiency and incorpo- 
rating more electronic systems. 

Some of these plans will 
depend on advances in technol- 
ogy in areas such as new mate- 
rials. All tbe larger Japanese 
car companies are, for 
instance, working to develop 
ceramic gas-turbine power 
units, which would be much 
smaller and cleaner than inter- 


nal combustion engines. For 
the foreseeable future, how- 
ever. the Japanese industry's 
competitive edge is likely to 
continue to depend less on 
technical wizardry than on its 
impressive ability to organise 
people and motivate them to 
perform at peak efficiency. 

Japanese car makers - and 
particularly Toyota - have 
replaced mass-production tech- 
niques with what a recent Mas- 
sachusetts Institute of Technol- 
ogy study baptised “lean 
production”. It owes its name 
to the fact it uses less of every- 
thing - people, time and mate- 
rials. 

The MIT study finds that, on 
average, Japanese companies 
take less than 17 hours to 
make a car, against more than 
25 hours required by their US 
competitors and 36 hours by 
Europeans. The Japanese also 
develop new models in 46 
months, while the Americans 
and Europeans need closer to 
60 months. 

How much further can Japa- 
nese companies press their pro- 
ductivity advantage? Honda. 
For instance, says it aims to 
reduce model development 
time to 24 months, while 
Toyota dreams of producing 
different models to order on 


the same line, to meet specific 
requirements of customers. 

“Reducing development time 

Is equivalent to competitive- 
ness," says Mr Yosbiro Klm- 
bara, a senior managing direc- 
tor of Toyota. As well as 
enabling companies to refresh 
established product ranges 
more frequently, it allows 
them to experiment with spe- 
cialist models, winch enhance 
their marketing image and 
may turn into big sellers. 

The toughest challenge is to 
make such goals economic. 
“Speeding things up will 
require a big cost sacrifice,” 
says Mr Sboichiro Irina ajiri, an 
executive vice president of 
Honda. “Right now we have a 
good balance between speed 
and cost. But if we want to go 
faster, we will need more man- 
power in R&D and manufactur- 
ing.’’ 

There is widespread scepti- 
cism about how much can be 
achieved by automation. 
Though Toyota, for instance, 
has shortened development 
time by using computer-aided 
design systems, only eight per 
cent of functions on Its final 
assembly line are automated. 
Robots are used extensively 
only in operations such as 
pressing and painting, which 






Fast work: less than 17 hours to make a car 
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are dangerous or dirty. 

There are two reasons for 
Japanese caution about auto- 
mation. First, In spite of high 
wages, companies say It is still 
much less cost-effective than 
using h uman beings. Secondly, 
it is much less adaptable. 

“You have to understand 
that the human being is the 
most flexible robot," says Mr 
IrimsuirL “The more automa- 
tion you add, the more rigid 
your production line becomes. 
Managing model changes was 
much easier 10 years ago 
because we had less automa- 
tion then.” 

As a consequence, the indus- 
try’s quest for still higher pro- 
ductivity is focused largely on 
using its existing labour force 


ADVANCED MATERIALS 


Strong, light and expensive 


THE VIEW that Japanese 
research and development is 
imitative and narrowly tied to 
commercial opportunities 
seems years out of date on 
even a cursory inspection of 
the research being carried out 
by high-tech companies and 
backed by the govemmenL 

A prime example is the effort 
being put into developing 
advanced materials, which can 
endure an environment as hos- 
tile as space. This year, the 
budget for government-backed 
new materials projects has 
increased to Y20.2bn from last 
year's Y16.Ibn. 

On the corporate side, sur- 
veys by the Ministry for Inter- 
national Trade and Industry 
(Miti) show that between 1985 
and 1988 the number of compa- 


nies Involved in new materials 
more than trebled to 302. work- 
ing on 1,822 items. Miti esti- 
mates the world market for 
these materials will also treble 
to at least Y9.500bn by 2000. 

According to Mr Yasuaki 
Mori, director of Miti’s Basic 
New Materials Policy Office, a 
new era for advanced materials 
dawned in Japan in 1964. He 
contrasted the fundamental 
nature of the science with ear- 
lier R&D, regarded as primar- 
ily commerciaL 

The projects being supported 
have eight to 10-year ranges 
and are regarded as too expen- 
sive and too risky to be under- 
taken by one company. Space 


projects and energy saving are 
frequently cited as the driving 


frequently cited as the driving 
forces. 


Mr Mori said the goalposts 
had to be moved regularly over 
what qualified as a “new” 
material. This is noticeable in 
the near halving of support 
this year for high performance 
plastics and polymers, whereas 
the amount for high-perfor- 
mance ceramics has more than 
trebled. 

Within the ceramics R&D. he 
said the emphasis was on 
improving the properties so 
that the material became 
easier to cut and shape and 
was less fragile, particularly in 
large structures. 

At Kawasaki Heavy Indus- 
tries. a common thread in the 
work on ceramics and compos- 
ites is the search for ones 
which can endure the tempera- 
tures found on the re-entry of a 


spacecraft into the earth's 
atmosphere, or in a gas turbine 
designed for maximum com- 
bustion efficiency. 

The highest temperature tar- 
get is around 2,000 deg C. One 
project, being worked on with 
Nippon Oil Co and supported 
by Miti, involves producing 
carbon-carbon composites via 
tbe pulse chemical vapour 
infiltration process. Mr Koichi 
Hiraoka, senior manager of 
KHTs aircraft research labora- 
tory, said this minimised deg- 
radation of the material and 
dovetailed with work to make 
the surface resistant to oxydi- 
sation. 

For temperatures around 
1,700 deg C, a resin char 
method could be used to pro- 
duce a composite suitable for 
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QUICK EUROPE LIMITED, the leading provider of Japanese financial 
information, now offers a technologically advanced method of accessing 
information from the world’s financial markets. 

The latest board system from QUICK combines instant access to on-line, 
real-time financial information with the cost-effectiveness and adaptability of a 
modular 


more efficiently. There is no 
single master plan. Rather the 
emphasis is on exploring thou- 
sands of small ways to tighten 
coordination, eliminate waste 
and improve quality through- 
out the system. 

The common theme of 
efforts is to increase fl exib ility, 
to permit production of a 
greater variety of models in 
smaller volumes. Honda says 
its minimum breakeven point 
today Is 100,000 units a year. 
But it hopes to gain valuable 
lessons manufacturing its NSX 
sports car. of which it is produ- 
cing 6,000 annually 

Toyota aims to increase from 
a tnaTvrwnnn of three the num- 
ber of different models it can 
make on the same assembly 


Guy de Jonqu lores 


THE MARKET FOR NEW MATERIALS IN 2000 (Ybn)i 


Polymeric materials' 


Metallic materials 1 


Inorganic materials 3 


Composite materials 4 


1987 

2000 

845 

2.170 

645 

2,180 

1,084 

3,480-6530 

535 

1,680 

3,109 

9.500-12,600 


1 Engineering plat lie*, insulating reams, polymer sfloys, ptiotosenettlvs reel no. m. 2 Semi- 
conductor materials, powder metal maiorlttto. amorphous allays, magnetic materials, etc: 
3 Optical llbres. magnetic materials, capocnor elements, etc; 4 Qna IKve relnkucod plastic, 
cartoon Ktora. *c 

Source*' Wow material rnriuatoy: a policy tor the rururo. Win basic new malarial study 
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the nosecone of HOPE, the pro- 
posed unmanned, reusable 
spacecraft 

Other materials being nur- 
tured by KHTs engineers - 
who stress the continual dia- 
logue between factory and lab- 
oratory - include ones that 
tackle the problem of brittle- 
ness in ceramics and in inter- 
metallic compounds. One 
involves the development of a 
“functionally gradient mate- 
rial”, which changes from 100 
per cent metal to 100 per cent 
ceramic. 

But the risk in developing 
these complex materials for the 
“ultra environment" is that 
more down-to-earth industrial 
applications can prove elusive. 
Mr Hiraoka spoke of long-fibre- 
reinforced metal tubes, where 
the first eight-year stage of a 
government-backed project 
was complete. 

Tbe cost of manufacture - 
particularly volume manufac- 
ture - is another crucial fac- 
tor. Although carbon fibre-res 
in composites are found in 
sports gear and airframes, the 
total volume in existence is no 
more than 10.000 tonnes, 
according to Mr Kiichi Fujis- 
awa. general manager of the 
advanced composites depart- 
ment at Toray Industries, tbe 
textile group. 

He said that for aircraft, 
where production numbers are 
s m all, it was feasible to spend 
five hours making a part “For 
cars produced in their hun- 
dreds of tho usand s a year, the 
requirement is quite different.” 

Yet carbon fibre composites 
are beginning to appear in 
cars, for Instance in prop 
shafts where the advantages 
over metal of lighter weight, 
less vibration and non-corro- 
sion outweigh the disadvan- 
tage of price. 

To make a shaft, the fibre is 
dipped in a resin bath and then 
wound on to a metallic core 
which is removed after curing. 


Two of the production chal- 
lenges are to speed up the run- 
ning of the fibre and to develop 
a faster-curing resin. 

Mr Fujisawa explained that 
Toray’s textile expertise helped 
in the handling of the fibre. 
Many of the forms in which 
the material is produced reflect 
textile roots. Toray produces 
both the “yarn” for others to 
“weave" or “knit", and rolls of 
fabric, “mats" and “braids”. 

Once the material can be 
produced in large volumes at 
reasonable cost. It will open 
the way for new applications, 
such as curtain walling in 
buildings. Mr Fujisawa said 
this could save up to 3,000 
tonnes in the weight of one 
building and shorten the con- 
struction period. Miti believes 
if construction materials were 
easier to handle, it would 
reduce the industry’s acute dif- 
ficulty In attracting workers. 

One company that has 
renewed its stress on produc- 
tion technology is Kyocera, the 
ceramics, electronics and tele- 
coms group. In its bid to sup- 
ply ceramic rotors for car 
engines it spent nearly two 
years making a prototype pro- 
duction line. 

Kyocera is a leading pro- 
ducer of ceramic packages for 
microchips and its research in 
this field is dominated by the 
rapidly changing requirements 
of the chip makers, including 
Hitachi, NEC and Fujitsu. It 
tends to co-operate with them , 
rather than looking to govern- 
ment-backed projects. 

Mr Kenjiro Kim lira, manag- 
ing director of the technology 
and planning division, gave as 
an example the manufacturers’ 
effort to employ gallium arse- 
nide in chips, so that light sig- 
nals could be used. To Improve 
the associated packages, one 
option being examined was to 
incorporate glass. 


Jane Fuller 
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line. It says its biggest chal- 
lenges are to maintain quality 
and to ensure that its suppliers 
can continue to deliver the 
much larger number of compo- 
nents required exactly when 
they are needed. 

A further level of complexity 
is added by the companies' 
growing international produc- 
tion networks. Though quality 
levels at many overseas plants 
are said to be approaching lev- 
els at home, their efficiency 
still lags behind Japanese stan- 
dards. 

Product development is also 
likely to require much more 
careful coordination. Most 
leading Japanese companies 
are seeking increasingly to tai- 
lor models to particular 
regional markets, and Honda 
alma eventually to set up fully- 
fledged development centres in 
the OS and Europe. 

Nonetheless, manufacturing j 
thousands of miles away has 
also yielded valuable lessons. 
For instance, the experience 
gained in adapting its famous 
“just-ln-time” system for use at 
its DS factory has encouraged 
Toyota to open its first Japa- 
nese plants outside its home 
town of Nagoya. 

However great the practical 
obstacles. Japanese companies 
clearly believe they are com- 
pelled to continue trying to , 
make cars faster, more effi- 
ciently and in greater variety. 
As Mr Irimajiri of Honda puts 
it “Our customers will demand 
it of us.” 


FACTORY AUTOMATION 


Robots come to 
the rescue of 
employers 


JAPANESE manufacturers 
have long been the most enthu- 
siastic explorers of the possibil- 
ities of factory automation, and 
there is no sign yet that their 
enthusiasm is abating or that 
they believe the possibilities 
for further automating their 
activities are declining. 

Japanese manufacturers 
were well ahead of their west- 
ern competitors in the 1970s in 
adopting computer numerical- 
con trolled (CNC) machine tool 
technology. 

They have also been far 
ahead of everyone else in 
installing Industrial robots and 
they are now pushing out the 
frontiers of computer-inte- 
grated manufacturing (CIM). 

The reasons for this adven- 
turous attitude are now fairly 
well understood. Manufactur- 
ing industry in Japan has been 
plagued by labour shortages 
since the 1960s. 

Then, from the time of the 
first oil shock in 1973, manu- 
facturers were under tremen- 
dous pressure to find ways to 
maintain their international 
competitiveness. The then 
new, highly flexible CNC 
machine tools - and. later, 
flexible manufacturing systems 
- offered ways to improve pro- 
ductivity and product quality 
at the same time. 

Production engineers are 
conservative by nature. Aware 
of the huge costs of interrup- 
tions of production, they are 
cautious about replacing tried 
and proven systems and 
machines with new ones. Japa- 
nese engineers, however, have 
felt they had no choice but to 
explore new methods, and so, 
not surprisingly, they became 
the first to master them. 

On the other hand. Japanese 
managers have b ad the advan- 
tage of not having to face mili- 
tant trade unions worried that 
robots were going to take away 
their members’ jobs. Unions 
tend to be organised at com- 
pany level in Japan and, in any 
event, have not had to worry 
much about job security. 

The result is Japan not only 
leads in most aspects of factory 
automation (the use of comput- 
er-aided design and engineer- 
ing is a notable exception); it 
also has a very powerful fac- 
tory automation industry. 

The core machine tool and 
robot sectors are particularly 
strong. Annual machine tool 
output is expected to reach 
Yl^OObn this year, robot pro- 
duction about Y50Qbn. Yama- 
zaki Mazak and Okuma 
Machinery Works are among 
the world's largest machine 
tool makers while Fanuc, 
Kawasaki Heavy Industries 
and Yaskawa rank among the 
top robot makers. 

Today, the prospects for fac- 
tory automation equipment 
suppliers remain very bright in 
Japan. Not only has the coun- 
try’s labour shortage wors- 
ened, but affluence has 
increased dramatically and so 
workers are less and less 
inclined to take the sometimes 
dirty, noisy and dangerous jobs 
associated with manufactur- 
ing. Automation helps make 
many workplaces safer and 
enables companies to get the 
job done with fewer workers. 

Capital spending in manufac- 
turing Industry in Japan has 
been booming for the past four 
years, and a rising portion of it 
has been directed at labour 
saving projects. According to a 
Bank of Japan survey in 
August, spending for labour 
saving equipment, replacement 
and improvement of working 
conditions accounted for 41 per 
cent of manufacturers’ .capital 
budgets this year. 


Until now, automation has 
made the most headway in dis- 
crete part production and in 
materials handling functions, 
with less progress in the more 
complex assembly functions. 
Today, the automation of 
assembly is the focus of consid- 
erable effort, mainly because It 
is such a labour intensive area, 
especially in the car industry. 

One of the most advanced 
assembly lines is at Nissan 
Motor’s Zama plant near 
Tokyo. Robots install tyres, 
dashboards, seats, wind- 
screens, batteries and pour In 
petrol and radiator fluid. How- 
ever, most of this automation 
is still manually programmed. 
In other words, the order in 
which components arrive at 
the assembly line is organised 
to coincide with the order in 
which different models appear. 

According to Mr Naohide 
Kuraagai. assistant general 
manager in the robot division 
of Kawasaki Heavy Industries 
(KHI), robots wifi soon be 
equipped with sensors that will 
detect the shape of the oncom- 


Managers have not 
faced trade unions 
worried that robots 
would take away jobs 


ing chasms, thus enabling the 
computer driven robot to 
decide which component to 
pick up and exactly where to 
put it One of the biggest chal- 
lenges, Mt Kumagal says, is 
programming a robot to install 
car doors perfectly. 

Progress on automating 
assembly has been most rapid 
in precision industries, espe- 
cially semiconductor manufac- 
ture, where the total absence 
of humans from the shop door 
Is a boon to quality control. 
Most of the big semiconductor 
makers, such as Toshiba, 
Hitachi and Matsushita, have 
their own precision automation 
divisions, and Matsushita 
ranks as the largest robot 
maker in Japan by some crite- 
ria. 

No sector as important as 
automation could be free of 
political problems, and the 
Issue of standardising software 
for factory systems has been 
growing for several years. In 
the latest skirmish, the US and 
EC governments appear to be 
trying to tone dawn a proposal 
by Japan's Ministry of Interna- 
tional Trade and Industry 
(Miti) for a 10 year $lbn inter- 
national project to develop 
intelligent manufacturing 
systems. (IMS). 

The idea behind the project, 
which was to be open to partic- 
ipants from all over the world, 
was to develop common stan- 
dards for automation equip- 
ment and systems. US and EC 
representatives feared it would 
lead a one way transfer to 
Japan of sophisticated software 
and sensing know-how. At 
meetings last month in Tokyo, 
they baulked at approving tbe 
project but agreed to carry out 
a feasibility study for it next 
year. 

Even if the IMS project does 
not go ahead, Japanese auto- 
mation companies can be 
counted on to step up their 
efforts to to develop products. 
Most forecasts suggest that 
markets will continue to grow 
rapidly. One ludication: the 
Japan Industrial Robot Associ- 
ation believes that the number 
of industrial robots in opera- 
tion in Japan will soar from 
175,000 in 1988 to 460,000 In 
1995. 


Ian Rodger 


Our New Corporate Brand 
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The word al&sco means "to grow" In Latin, and the ALESCO trademark is 
designed to reflect our strong drive and determination to achieve growth. 
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At Kansai Paint, we subscribe to a broader definition of the word growth. We interpret 
growth as the enjoyment of a better life today than yesterday, and our natural 
environment is the most vital factor in this equation. That is why we are developing 
innovative products and technologies that will help to preserve and improve the state 


^4- of the environment. 








Kansai Paint: Because growth is much more than numbers in an accountant's book 




KANSAI PAINT CO, LTD. 
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